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Proceedings of Eighteenth Annual Convention of Nation- 
al Association of Credit Men, Held at Hotel 
Sinton, Cincinnati, Ohio, June 
17, 18, 19 and 20, 1913 


The opening session of the Eighteenth Annual Convention of the 
National Association of Credit Men held at the Lyric Theatre the morn- 
ing of June 17, 1913, was preceded by a concert and picture display, 
including views of Cincinnati and enlarged photographs of the leading 
members of the National Association. 

W. T. Johnston, chairman of the Entertainment Committee of the 
Cincinnati association presided over this entertainment prefacing his 
remarks by the following announcements: 

When the Entertainment Committee was appointed President Mayer 
requested that it go the limit and prepare a hot time. (Laughter.) Our 
committee has been so busy on this entertainment work that I have been 
out every night for three weeks and last night when I left home, my little 
boy said to me, “Good-bye, daddy, call again.” (Laughter.) We have 
done everything that we could think of to make your visit in Cincinnati 
* a pleasure to you and a pleasure to us. Only the other day we took 

the matter up with some city officials, who asked us what we would like 
to have. They said: “We have prepared the parks and cleaned the streets, 
had the levee fixed up in good shape; we have had the Lyric Theatre 
prepared for you; what more does Cincinnati need to entertain the credit 
men and their ladies?” I replied that the only thing I knew of was two 
more good left hand pitchers. (Great laughter.) 

According to the -entertainment program for today, the ladies will 
be taken through the city of Newport, Kentucky, just opposite Cincinnati, 
in order that they may have an opportunity of seeing the birthplace of 
the chairman of this committee. (Great laughter.) I spoke to some of 
the officials in Newport last night and told them that I intended to pass 
through the town today; one of them said “We are very much obliged.” 
(Laughter.) If any of the ladies, he said, desired to stop and look at 
the beautiful city of Newport, the fact that they were with me would 
not be held against them. So any ladies who desire to get off the car 
this afternoon, will have the pleasure of viewing the sights of Newport. 
There will be tea at the Altamount Hotel and a band concert at Fort 
Thomas, 

In the evening there will be a reception to the president and other 
officers of the National Association in the hotel ballroom. There will 
be music, dancing and a collation will be served. 


President F. R. Salisbury called the convention to order at 11.15 
o'clock A. M. 


President Salisbury—The first in order is the invocation by Rev. 
Guy Emery Shipler, Rector of the Church of the Epiphany, Cincinnati. 


President Salisbury—The president of the Cincinnati association just 
before the meeting was called to order received a message from the 
Hon. James M. Cox, governor of Ohio, stating that he would be unable 
to be present to give an address of welcome on behalf of the state. 


The address of welcome by the weaets of the city of Cincinnati, Mr. 
Henry T. Hunt, will be presented. 
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Address of Welcome for the City of Cincinnati by His 
Honor, Henry T. Hunt, Mayor of Cincinnati 


Mr. Chairman, Ladies and Gentlemen: 


I feel a very heavy_responsibility in having to respond for Governor 
Cox, and I am sure you will be intensely disappointed because of his 
absence. The governor is a very eloquent speaker and would, if he were 
here, deliver a most brilliant -address. 

For my own part I find it difficult to know what to say to such an 
erudite and intellectual audience. I am sure you know more than I could 
impart to you in a hundred years. But I might say something about the 
city which I have the honor to represent and which is acting as your host. 

Cincinnati is a city which has at least two functions, possessed and 
performed by no other city, so far as I am informed. In the first place 
we own a railroad some three hundred and forty miles long, which has the 
densest traffic of any single track railway in the United States. We leased 
that railway to the Southern Railway Company for enough to pay all 
the interest and sinking fund of the bonds, and about $400,000 more 
which is pure velvet and is applied to other indebtedness of the city. Dur- - 
ing the construction of that property the people of this city bore a heavy 
burden because the bonds were sold at 7.3 per cent. in 1878 and there- 
after; and for many years the people were compelled to pay taxes, in 
order to discharge that indebtedness year by year. During those years, of 
course, everything else was postponed. Our park system was not de- 
veloped; our streets were neglected and the other functions which cities 
. perform were by no means as well attended to here as elsewhere. It is 
only of late years, since the Southern Railway Company has brought in 
more than enough to pay the interest and sinking fund on the bonds, that 
we are able to match up with other cities in the way of improvements. 

In the second place we support a university, of which the annual 
budget is about $225,000, and we have developed there systems of educa- 
tion which are original and successful, and which are now being copied 
throughout the educational world. There has been a system of work in this 
university whereby young men can study theory and. indulge in practice 
at the same time. With the co-operation of the city’s manufacturers, par- 
ticularly in the machine and tool trades, engineeririg students are enabled 
week by week and month by month throughout their course, to study 
not only theory in the university, but also practical shop work in the shops 
themselves. This has been a tremendous success, and if nothing more 
justified the university, I am sure the results in this one field would do so. 
Of course, they have performed many other functions which cities per- 
form throughout the United States, which are more or less interesting. 

Most of all in Cincinnati we possess a hospitable citizenship, which 
by reason of German ancestry in large part, is anxious that all its visitors 
enjoy themselves to the utmost; and in the name of that citizenship we 
welcome you here and wish to give you the best possible time we are 
capable of. We heartily wish when you return to your homes that you 
will carry a warm feeling in your hearts for Cincinnati. I thank you. 
(Great applause. ) 


President Salisbury—The second address of welcome will be given 
by. Walter L. Draper, president of the Chamber of Commerce of 
Cincinnati. . 
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Address of Welcome by Walter L. Draper, President 
of the Cincinnati Chamber of Commerce 


Mr. President, Ladies and Gentlemen: 


I feel that it is a distinctive honor for me to be here today to say 
just a few words of welcome to you on behalf of the Cincinnati Chamber 











J. H. TREGOE 
Secretary-Treasurer 
New York, N. Y. 


of Commerce. This chamber has twenty-one hundred members, business 
men, embracing in their numbers practically all the members of the 
Cincinnati Association of Credit Men. That organization and ours have 
worked closely together on a number of important matters, and each 
stands ready to support the other in any matters of importance that 
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come up. So that it is peculiarly fitting that as president of the Chamber 
of Commerce I be here today to say a word of welcome to the members 
of the National Association which our local association this week is having 
the honor of entertaining. 

I might say that I do not feel as much out of place as you might 
think here today, because at one time I had the honor of being assistant 
secretary of the local credit men’s organization. I look back upon that 
time with much pleasure, because in the first place it was an experience 
that I appreciated, and it also brought me in contact with some men of 
sterling qualities, Cincinnati’s most upright men whose friendship I believe 
I made at that time, and whose friendship I hope I have been able to 
keep since, and a knowledge of whose able, honorable and successful 
work in Cincinnati has always been an incentive to me to do everything 
in order to follow in their footsteps in promoting the business interests 
of the city. (Applause.) 

It has seemed to me that these men were typical of what a credit 
man ought to be. A credit man is a judge. We have in the other depart- 
ments of business, mercantile and manufacturing, what you might say 
corresponds to the legislative and the administrative. We have the depart- 
ment of manufacture which is the legislative; we have the depart- 
ment which takes charge of selling and which we might call the adminis- 
trative; and after all we have in every business represented in the credit 
man the judiciary. He has to pass upon questions; he has to decide; he 
has to know whether the goods are being manufactured and offered in a 
way that wilt claim the attention of the outside public; and he has to 
know whether the man who wants to buy those goods is entitled to credit. 

Now, after all, the credit man, it seems to me, has to have better 
judgment, has to have a broader understanding, has to have i in his mind 
more of a gras) of the outside situation, than the man who sits on the 
inside and manufactures exclusively, or the man who goes on the outside 
and sells exclusively. Therefore, I say that these men that I came into 
contact with, seem to me to embody all the real American ought to; and I 
appreciated and still further appreciate the opportunities afforded me at 
this time to come in contact with them. 

There is another reason why I feel at home here today. I came 
here after the audience was entirely assembled and the pictures were 
being thrown on the screen; and I found it hard work to locate myself 
and find out where those were whom I had to report to. _Some one 
of the attendants of the house who saw that I was ill at ease and out 
of place, turned to me and said: “You are a newspaper man, aren’t 
you? Right around.on the other-sidé”” That was true, because when 
I was assistant secretary of the Ciftirinati association, I was also a news- 
paper man, and it sticks to you. Once a newspaper man, you are marked 
for life; and I followed the advice of the gentleman and I found out after 
all that the newspaper men were in the front seats taking it all in. 

Now, you have seen thrown on the screen what Cincinnati has 
to show you. You have also seen what your own Association can 
show you in the way of prominent men; and I believe the examples 
you have seen only indicate that you ought to see more. There is a 
great deal in Cincinnati that we are proud of, and we hope that the 
weather will continue to be of sucha character as to drive you out- 
side to see for yourselves. I am sure that you will recognize that the enter- 
tainment committee (of which you have a sample in the chairman) 
will do everything possible for you. Mr. Johnston stated to me that 
he has the convention with him, because when I came in here I said 
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I had no opportunity of writing out a long address on credits and. 
talking to an association of credit men in the way that they ought to 
be talked to; and he said: “Why, go out and tell them anything; 
they will stand for anything. They are with you.” (Laughter.) 
Some of the other organizations in Cincinnati have sent communi- 
cations to you, inviting you to partake of their hospitality; and 
| feel that I am a little more honored today than they, in that I 
am able to be here personally and say to you that the doors of the 
Chamber of Commerce are open to you while you are here. We have 
a daily session of our organization, and have on the floor not only 
members who come there to see each other, to look at the weather 
map and see whether it is going to be cooler or not, and find out 
what New York stocks and Chicago provisions are doing, but also 
to meet each other and transact business in numerous ways. If you 
come there you will find not only a good many of your own members 
who live in Cincinnati, but you will find other business men you ought 
to meet; and I extend to you the hospitality of the Chamber of Com- 
merce while you are here, and say that that little double ribbon badge 
of yours will entitle you to admittance and all the privileges. I hope 
you will feel if you have come to Cincinnati for the first time, it will 
not be for the last time, and that you will want to come again. When 
_ people come to Cincinnati to be entertained or transact business, we 
want to make them anxious to come again, and we want you always 
to feel at least that Cincinnati’s credit is O. K. I thank you. (Ap- 
plause.) 


President Salisbury—You will now listen to an address of wel- 


come by the president of the local association, Samuel Mayer. 
(Great applause.) 


Address of Welcome for the Cincinnati Association of 
Credit Men by Its President, Samuel Mayer 
Mr. President, Ladies and Gentlemen: 


This occasion brings to my mind the story of the Irishman who 
went to church one Sunday morning and the pastor had chosen for 
his topic the Judgment Day. The pastor endeavored to make plain 
to his hearers that on that day all the peoples of the earth would 
appear before the throne; that all alike, the rich, the poor, the high 
and low, would be judged by their deeds alone, and not by their 
earthly possessions. After the services our friend sought the pastor 
and said to him: “Father, I have listened intently to your sermon. 
There are some things, however, that I do not quite understand; you 
said on the last day everybody would be there.” “Yes.” “Will all 
the saints be there?” “Yes, all the saints will be there.” “Will all 
the apostles be there?” “Yes, all the apostles will be there.” “Will 
the A. P. A.’s be there?” “Yes, the A. P. A.’s will be there.” “Will 
the Ancient Order of Hibernians be there?” “Yes.” “Well, then, 
there will be damned little business done there the first day.” (Great 
laughter.) 

So what care we if little business is done on this first day, when 
we have such a rare opportunity as is presented us today, and especially 
so since after this session and on the days following we are obligated by 
our several associations to attend the school for credit men, conducted 
and ably managed by the National Association, sessions of which are 
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._ held daily at the Sinton Hotel. This school is becoming more and more 
popular owing to its thoroughness and efficiency and zeal of its teachers. 

I am called upon to say a word of welcome in behalf of the Cin- 
cinnati association ; but is that necessary? It was intended that the gov- 
ernor of the state should speak for the 5,000,000 people of Ohio; our 
talented mayor spoke -for 4,000,000 within the corporate limits of Cin- 
cinnati; and last, but not least, the president of the Chamber of Commerce 
welcomed us in behalf of its twenty-one hundred members; and now 
comes the old cart horse of the Cincinnati association to speak this word. 





SAMUEL MAYER 
Isaac Faller’s Sons & Co., Cincinnati, O. 
Director 


Our association numbers a little more than three hundred membe’s, 
the most representative of all the branches of commercial activities 
within our city. We only want the best, and I promise you before another 
year rolls around our condition will be much the same as that in a stcry 
I recall. Years ago a concern of large prominence in our town had at 
its head a Mr. K., who was quite a shrewd merchant. One customer 
dropped in and inquired whether he had a particular line of goods. 





“Yes.” “What do you want for them?” “$15.50.” “Well, I will see 
vou after awhile.” Later in the day the country merchant returned and 
said: “Mr. K., I can buy those same goods from a small house for 
$13.50.” Mr. K. looked at him a moment and replied: “That is why they 
are a small house.” (Laughter.) So it will be in Cincinnati a year from , 
today. The concern outside of our fold will be the small house. For, 
| am sure, after the outsiders have seen the twelve hundred delegates 
of the National Association gathered here in convention, and have been 
impressed by them as they must be, that every business house of promi- 
nence will seek the opportunity of applying for membership. (Applause.) 

The secretary of the National Association has limited my time to 
ten minutes. I told him I hoped it would not take you more than two 
minutes to feel that you were perfectly at home. We folks do not want 
company; we want you to feel that you belong here and are welcome at 
our tables, without notice beforehand, and that when you do come all 
that is necessary is another place at the table. 


It is the custom, I believe, to extend the right hand of fellowship; 
but one sometimes extends both hands, which indicates a desire to draw the 
guests (especially the ladies) to one’s manly bosom; but we of Cincin- 
nati hold up our hands in token,of complete surrender of everything 
with one exception. We have in Cincinnati the daintiest, prettiest, sweet- 
est, loveliest girls in all the wide, wide, world. (Great applause.) Unfor- 
tunately there are not enough to go round, and most of them are natu- 
rally too young for the mature and staid delegates to this convention. 
I am sorry there is scarcely enough for the home demand, and conse- 
quently none for the export trade. (Laughter.) 

I had forgotten to say that every member of this association but one 
maintained the so-called “‘gentleman’s cellar,” and as far as the odd person 
is concerned I can prove an alibi. The strain on your vocal chords during 
this season will be severe. If a stimulant is necessary you can be directed 
to a place where will be found a bottle of milk, some sure cure and a 
medicine dropper. (Laughter.) 


I again welcome you to Cincinnati, most eastern city of the West, 
most western city of the East, most southern city of the North and 
most northern city of the South—the Queen City! (Great applause.) 


President Salisbury—I am sure Mr. Mayer will pardon me because 
I wish to speak confidentially to the delegates and say that after listening 
to that story I want to remind you, as you perhaps well know, that half 
the lies they tell about us Irish are not true. (Great laughter and ap- 
plause. ) 


I also wish to ask one favor of Mr. Mayer. We have three or four 
very eligible bachelors attending this convention. They have attended 
these conventions for six or eight years. It seems that other cities have 
failed to offer the proper attractions ; and it would be a great favor to the 
president and all the national officers if some adequate provision could be 
made for these attractive young men. I will give you their names in 
confidence at the close of the session. 


Mr. Mayer—We shall escort them up to the Old Ladies’ Home. 
(Laughter. ) . 


President Salisbury—We shall now listen to the first response to the 
addresses of welcome by R. P. Crockett, of Nashville, Tenn.—better 
known as “Pen” Crockett, our friend! (Great applause.) 
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Response to Addresses of Welcome by R. P. Crockett, 
Nashville, Tenn., and Arthur E. Johnson, 
Detroit, Mich. 


Mr. Crockett’s Address 


I am going to take the hint offered by Mr. Mayer, suggesting that we 
make ourselves at home. Our being in Cincinnati reminds me of the play 
“The Prince of Pilsen,’ and if I remember correctly there was an old 
sore head in there that had the sore foot, and he said, “I want what | 
want when I want it.” Now, I have been watching that glass of water 
for twenty minutes, and I want it awful bad. (Laughter.) 

Here’s to Cincinnati. 

Seeing some of the delegates pass out reminds me, that when I first 
received notice from Mr. Tregoe and also received a program, .1 saw my 
name at the bottom of the list be'ow all those celebrities, including the 
governor and the mayor, and I wondered what I should say, and the 
suggestion of an old preacher occurred to me. On one occasion when | 
was invited to deliver an address before a Sunday School convention, a 
thing I had never done before, and am sorry to say I have never done 
since (laughter), this old preacher when I asked him what I might say on 
that occasion, replied: “Well, an address of that sort should be like a 
sermon, and a sermon should contain three elements to make it effective: 
It should be moving, it should be soothing and it should be satisfying.” 
I went forth with this cue and did the best I could. A few days after- 
wards I met the old man on the street, and he asked me, “Well, young 
fellow, did you get along?” I said to him, “It worked like a charm; it 
was moving all right, because half the audience left; it was soothing, too, 
because the other half went to sleep; and I was certainly satisfying, be- 
cause not a soul asked me to come back.” (Laughter.) I hope, Mr. 
Tregoe, that you will be satisfied. 

Wher I received the official notice from our worthy secretary, that 
smiling pilgrim from the land of spaghetti, in which he emphasized the 
fact that I should dwell only ten minutes on my subject, I thought a mis- 
take had been made and that I should have been put on the reception 
committee instead, inasmuch as Nashville and Cincinnati are such close 
neighbors, linked so firmly together by that famous railroad. If it were 
not for that patch of Kentucky blue grass you could see the skyscrapers 
and hear the hum of industrial wheels in Nashville. 

Let me say, too, that Cincinnati has been made greater by its close 
proximity to that grand old state of Kentucky, where thousands of dollars 
have been spent and human lives wrecked to make a brand of whiskey 
that would taste as good coming up as it did going down. (Laughter.) 

Cincinnati has often said she wanted to visit us; but she has pur- 
posely postponed the naming of the day until we grew into a vast army, 
seventeen thousand strong, due to the efforts of President Salisbury an: 
myself during the past year. (Laughter.) She wanted to show us the 
magnitude of her graciousness and her hospitality, the fame of which has 
spread throughout this land. These people are big-hearted and liberal, 
and I have been told confidentially by Mr. Enoch Rauh and Mr. McAdow 
that they spend more money accidentally in Cincinnati than ‘they do 
purposely. . 

_ Cincinnati is the “Queen City” of the North and South, standing at 
the gateway of the two empires. She is the composite section of our 
country and can furnish, you with anything to eat from catfish to biscuit, 
and anything to drink from Moline beer to Georgia whiskey. 
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I delivered two addresses of welcome last year. One of them was 
when that high and mighty dignitary, this Irishman from Sweden named 
Salisbury, came down to pay us a visit. The other occasion was when 


Mr. Tregoe honored the Nashville association with a visit and told us 
how to get blood out of a turnip—in other words to get money out of a 
man who was broke before he went into business. (Laughter.) 

To illustrate the high appreciation which that address received, I may 
say that our guests returned to the meeting of the National directors in. 
New York, and I am told that Mr. Salisbury said that that descendant 





_ RR. P. CROCKETT 
Murray-Dibrell Shoe Co., Nashville, Tenn. 
Director 


of Davy Crockett in Tennessee made a speech which reminded him of 
ex-Speaker Joseph G. Cannon’s definition of a woman’s mother-hubbard, 
which he said covered everything and touched upon nothing. (Laughter.) 

We feel greatly honored that your city should ask us to be its guests ; 
and let me say, not that I love Cincinnati less, but this Association more, 
that Cincinnati should likewise feel honored to have as its guest such 
a powerful organization and such a combination of brain, good looks 
and good credit. The members of this Association are gentlemen made 
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up of that type whose conduct proceeds from good will and an acute 
sense of propriety, who are equal to all emergencies, who think not of the 
right of themselves, but others ; and with them honor is sacred and virtue 
safe. Nothwithstanding they are composed of that type of gentlemen, | 
feel it my duty, as the sponsor of this Association, to tell you that I will 
see to it each night that every member. of this Association is in bed 
when the curfew rings, even if I have to make a personal sacrifice and 
stay up all night to see that it is done. (Laughter.) 

As I told you in the beginning, His Honor, Mr. Tregoe, laid spe- 
cial emphasis in his request of me, on the necessity of delivering this 
response of welcome in ten minutes. It seemed as if he was more inter- 
ested in the ten minutes than in my address; and that reminds me of the 
story of the man sentenced to be hanged. Of course everybody has heard 
it except Mr. Salisbury, and he, being .an Irishman, is a little slow to 
catch on. (Applause.) This man on the day of the execution was 
brought into the presence of the sheriff, and the sheriff said: “My dear 
sir, you have but ten minutes in which to live upon this earth; have you 
anything to say?” He had nothing to say, but his attorney, a garrulous 
young fellow, who had so unsuccessfully defended this poor pris- 
oner, spoke up and said: “Mr. Sheriff, I should like to use that 
ten minutes in making a’speech.” The sheriff turned to the prisoner and 
said: “Will you grant the gentleman the ten minutes in which to speak?” 
The prisoner said, “Yes, you can let him have the ten minutes in which 
to make his speech, but for God’s sake let us have the hanging first!” 
(Laughter. ) 

‘Now, I thank you for your kindly consideration and your close 
attention to my maiden effort as an orator, and I hope no person will go 
away from here wishing that the hanging had taken place first. I thank 
you., (Great applause and laughter.) 


President Salisbury—The next address is by Arthur E. Johnson, of 
Detroit, Mich. 


-Mr. Johnson's Address—Response to Addresses of 
Welcome 


Mr. President, Our Hosts and Ladies and Gentlemen of the Convention: 


Like my worthy brother, Mr. Crockett, I, too, was impressed by the 
note from our genial secretary, to the effect that the remarks in response 
to the addresses of welcome were to be confined to ten minutes, and | 
was reminded of the story of a certain-preacher who inquired of a dea- 
con of his as to how he liked a substitute who had been invited one Sun- 
day to officiate, and the deacon replied, “Well, the first three and a half 
hours he was interesting, but after that it began to get uncomfortable,” 
and I assure you I shall try in my remarks to obey the injunction of the 
secretary. 

I count it no small honor to have been selected as one of two to re- 
spond to the addresses of welcome which have been made on this happy 
occasion by the distinguished representatives of this city and its Chamber’ 
of Commerce, and this Credit Men’s Association ; but I take no personal 
credit therefor, because I attribute the invitation rather to a temporary 
prominence on-my part in the affairs of one of the affiliated associations, 
Detroit, whose president I am, and to Detroit the honor comes. 

The first, and perhaps the deepest impression made upon us as 
we are assembled here today was, I think, that of the influence and 
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power of the National Association. We meet here in response to its 
call; we have come from all parts of this great and growing country. 
What brings us here? Faith in a common purpose, loyalty to a 
common idea, hope in a common cause, fidelity to a common aim. 
We expect here still further to advance the purposes and to realize 
in still greater measure the ideals that lie at the foundation of our 
associated effort. We shall make new and happy acquaintances and 
we shall renew old and delightful friendships. We shall receive 
inspiration, viewpoint, vision, clear information, knowledge and out- 
look, that will make us more efficient in the coming days, and make 
us stronger and better men. We shall most assuredly grasp the right 
hand of fellowship extended to us here, as Mr. Mayer said, by the 
Cincinnati association; and we shall go away charmed by your hos- 
pitality and impressed with the wealth and importance of your 
splendid city. 

The National Association of Credit Men, bonded in a splendid 
purpose, has, I think, secured a permanent place among the forces 
of the age. Judged by dry numerals alone, the latest showing seven- 
teen thousand two hundred members, it indicates that the interest 
in this Association and work is widespread and intense; and who 
shall measure its influence for good, its power for business efficiency, 
for the development of integrity, for the elevation of business stand- 
ards and ideals, and for the inculcation of that business righteousness 
which exalteth a nation. If it be true of organizations as it is of men, 
that the labors of our yesterdays be our proudest monument, then I 
think that the members of this organization have reason to look back 
with satisfaction over notable results achieved, while they face with 
a cheerful optimism the responsibilities which the present and the 
future bring. 

There is no danger that the interest in this organization will 
wane, so long as men are willing to follow high ideals, to give of 
their money, time and effort, to sacrifice themselves to others, in the 
altruistic spirit that makes such conventions as this possible. 

It is a pleasure to meet and mingle here today with the men of 
this and adjacent affiliated associations who during the past few 
months have met and who are still meeting with such courage and 
sagacity the exceptional problems of credit and finance. The manner 
in which these men have met the responsibilities and discharged the 
duties that followed in the wake of the recent national disaster, has 
challenged the admiration of credit men the whole country over. 

The Cincinnati association whose guests we are today, occupies 
a high place in the family roll, having a long and honorable history. 
In meeting as it has as is everywhere manifest, with thorough pains- 
taking, all the problems incident to our enjoyment, the Cincinnati 
association has laid the other members of the family under lasting 
obligation; and did we not know that the cordiality of these words 
of greeting and the warmth of hospitality and lavishness of enter- 
tainment proceed from the spirit of generosity that seeks no return, 
we should be deeply concerned over our inability to pay our debt 
of gratitude. I can only promise that we shall enjoy to the full the 
good things these men have provided, in the hope that some day 
they in turn may come to be the guests of our respective cities. 

I think it is exceptionally appropriate, too, that we are meeting in 
the state of Ohio, because it was in this state some seventeen years ago 
that the National Association of Credit Men was organized, with its tre- 
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mendous power to produce legislation favoring sound, solid business 
principles and making the practice of fraud and deception unwise and 
risky, even from the lowest motive, selfishness. 

It is a pleasure to bear testimony, not only to Cincinnati’s high rank, 
but to that of Ohio, commercially, industrially, educationally, politically 
and religiously. It is truly a great state. The very name reminds us 
that it is the birthpace of ‘great men, Grant, Sherman, Garfield and 
McKinley. 

Cincinnati has been wie to be Ohio’s southern gateway. It is said 
that in the early days when the voyager from the Mississippi came to 
explore the river Ohio, which forms your southern boundary, they were 
charmed by the scenic grandeur of the region through which it flows. 
But little did these men imagine this noble river ‘winding its way among 
the hills, was to become the scene of a mighty commerce; that along its 
banks mine, mill, factory and farm were to be developed; that populous 
citi€és were to arise; and that it was to become the theater of a great, 
prosperous and happy people. But it is absolutely true that 

“Where grand Ohio rolls his silvery flood 

Mid verdant fields and darkly waving wood, 

Will cities rise to meet the wondering eyes, 

And domes of grandeur swell unto the skies.” 
(Great applause.) 

The location and growth of a city are not matters of mere accident. 
The pioneers that journeyed here selected this spot because it is a natural 
amphitheater among the hills; and they were moved largely by con- 
siderations of safety from the attack of hostile Indian bands. Yet, situ- 
ated as Cincinnati is, almost midway between the source of the Ohio and 
its mouth, it rapidly became the emporium, workshop and exchange for the 
large surrounding district, the vast and populous valley of the Ohio. 

The studious visitor cannot fail to be impressed as he sees the 
great variety and extent of your business interests, or as he reads about 
them in the literature which was presented to us on our arrival here. 
Inhabited by an intelligent and a thrifty people, your city grew in wealth, 
area and importance; and even before the lower stretchés of the city had 
been filled mainly by the busy marts of industry and trade, your people 
surmounting the natural barriers built homes and institutions among the 
hills, amid beautiful environments that might well be the pride of any 
city. I think nowhere is to be seen so perfect a combination of the 
accessible and picturesque as here. 

Therefore we who visit you today and are your guests, are glad to 
bear testimony that the visions of your early patriots are more than 
realized, and we agree with the historian who writes: 

“Cincinnati, the prophet’s word and poet’s hope fulfills; 
A stately queen she sits today among her royal hills.” 
(Great applause.) 

But it is not in finance or commerce, neither is it in the physical 
conditions of a country that her real greatness dwells, but in the soul 
of men, where in true men we find magnanimity, hospitality and Chris- 
tian living ; and I declare without hesitation that these characteristics have 
been displayed here today in the cordiality of the greetings to which we 
have listened, in the hospitality that has been shown us, and in the kindly 
thoughtfulness and solicitude that is everywhere manifest for our comfort 
and enjoyment. 

Then, too, the ladies who accompany us here have always been 
included and they are your happy guests; and it is my extreme pleasure 
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and rare privilege in their behalf as well as that of the National Associa- 
tion of Credit Men, its rank and file, who are represented here in conven- 
tion from all parts of the United States, to thank you most heartily for 
your unbounded hospitality. (Great applause.) 


President Salisbury—We have now reached the stage where even 
though President Mayer thinks that we should devote the first day to 
recreation and pleasure, we must give a little time to business and get 
rid of some of the burdens that we carry. The next order of business is 
the president’s report, which I beg to assure you is very short. 


Annual Report of the President, Fred R. Salisbury, 
Minneapolis, Minn. 


ellow Members of the National Association of Credit Men: 


The inexorable hand of Time has brought us together in this fair 
city again to consider those matters related to the duties laid upon us 
by our intimate and close-relationship to the commercial interests of the 
country. 

Our success in the past has been distinctly gratifying. We have 
undoubtedly now reached a point where we hold the attention and 
confidence of business institutions and business men throughout the 
United States and Canada. It is for us, assembled in convention, to 
maintain and support those principles laid down by our predecessors, 
which have been the foundation of our success. 

This review of the year’s administration does not directly deal 
with the work of our various standing and special committees, of which 
there are now twenty. Their reports will speak for themselves, but I 
am led personally to thank the men upon these committees and to them 
is properly due the commendation of every member of the Association. 
They have all responded splendidly to the call made upon them and 
while some have had a more important part in.the work than others, 
yet all have contributed earnestly that there might be presented to you 
the good results attained. 

It has been for our Association a year of progress and encourage- 
ment in many directions. At no time since its organization has the 
membership of your Association been so nearly representative of the 
function of credit granting as it is at present. The recommendations 
of former Membership Committees have been largely heeded by local 
associations and restrictions generally imposed, so for the most part 
those being admitted into membership are from the ranks of business men 
who actually extend and check credits. In the absence of this laudable 
restriction the membership increase for the year might have been much 
larger, but a total of over seventeen thousand, making yours the largest 
commercial organization in the nation, is the support of our position, 
and we cannot afford to “let down the bars.” 

A membership in the National Association of Credit Men means 
more than it did years ago and selfish motives might actuate many to 
avail themselves of membership in the Association were the privilege 
allowed. 

A careful study leads me to believe that the work of our Adjust- 
ment Bureaus has been a benefit wherever they are properly operate. 
During the year six were organized, making a total approximately 
of forty-two. While the administration of these bureaus has not in all 
instances approached the very highest standard of Association work, 
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yet there has appeared a marked increase in their efficiency, which, ir 
my opinion, can be still further advanced should a careful survey o/ 
the different bureaus be entrusted to some one employed by the Nationai 
Association, and who, under the direction and with the co-operation of 
the National office, could compile information and data, organize and 
advise with local bureaus, and co-ordinate them in operation and ef- 
ficiency. Such a recommendation was substantially made by my pre- 
decessor, Mr. New, but your board did not see its way clear to put the 
recommendation into practice. 

The work of our Credit Exchange Bureaus has shown progress 
during the year, both in local efficiency and the development of a na- 
tional interchange. 

It might be possible to consolidate within one person the extension 
and supervision work of both the Adjustment and Credit Exchange 
Bureaus. Such an arrangement would relieve Secretary Tregoe of much 
of the work now devolving upon him in connection with the operation 
of these bureaus and allow the application of his time to other matters 
of equal importance. 

e may properly be congratulated upon this year’s legislative ac- 
complishments, which will be detailed in the report of your Legislative 
Committee. Our standard acts were passed in seventeen states; the Bulk 
Sales Act passed in five states, leaving but one state now without such a 
law—Kansas. I am happy to say that our members and officials in Kan- 
sas are not discouraged over their failure to pass such an act this year, 
and will arrange to carry forward a successful campaign in the next 
legislative session of their state. 


The progress of the advertising feature in our monthly BULLETIN 
has been watched with deep interest and those in close touch with it are 
disappointed that*the sale of advertising space has yet failed to reach the 
limit allowed, namely, sixteen pages, and the prosecution fund has there- 
fore but inconsiderably grown. It was also noted with disappointment 
that the space sold in each issue of the BuLLETIN was largely the result 
of direct solicitation upon the part of the National office, and we cannot 
feel that it comports with the dignity of the National office and our Asso- 
ciation that such solicitation, in order to sell advertising space in the 
BULLETIN, laudable though the object is, should be continued. It is 
hoped that the Investigation and Prosecution Committee in the year to 
come will promote some plan such that neither the National office nor 
any of the officials connected with it may be called upon personally to 
solicit the sale of advertising space. 

One very important department was developed during the year—that 
of educating retail merchants upon certain practices in business which 
tend to affect their credit standing and safety. Our “Credit Topics 
Leaflets,” of which three were prepared and published under the direc- 
tion of our Business Literature Committee, have performed a splendid 
work, have influenced, beyond dispute, retail merchants, and I sincerely 
suggest that the work be carried on until there has been aroused against 
evil and unfair business practices a strong commercial conscience. 

Our leadership in banking and currency reform has made a deep 
impression upon business men and national legislators. The work was 
promoted under the direction of your Banking and Currency Committee 
upen intelligent and very practical lines. Business-men throughout the 
country understand the defects of our existing system and the needs >f 
a new and adequate system more fully today than they have any tire 
perhaps in our commercial history. 
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I was permitted during the year to visit twenty-nine of the local asso- 
ciations and these visits impressed me with the strong development of 
our organization and the comprehensive grasp with which our-members 
realize the work to be done and the advantages to be gained through 
identification with the National Association of Credit Men. Our adher- 
ence to sound principles in relation to credit and credit giving, our educa- 
tion of business men upon the needs and channels through which sound 
commerce can be developed, has made its impression, and we pass down 
to the succeeding administration a worthy heritage and one that we 
commend to its earnest and sincere care. 


Ten new local associations have been organized during the year 
giving us an increased influence in important directions and there has 
been a tendency in small cities where local organizations could not be 
organized with the proper numerical strength among the credit men, to 
get together in “Credit Clubs.” We advocate the extension of these 
clubs, which increase the fellowship in smaller trade and manufacturing 
centers and bind the credit grantors for the promotion of sound principles 
and the defense of local credits. 

The administration of our affairs through the National office has 
been conducted in a manner which calls for the highest commendation 
and we must again congratulate ourselves upon the fortunate combina- 
tion of circumstances which made possible the selection of Mr. Tregoe 
as our secretary-treasurer. The personal interest and persistent effort 
of all connected with the National office has contributed to the splendid 
results obtained. The literature of the Association, under the individual 
care of our assistant secretary, is deserving of our commendation and 
we feel that the congratulations and thanks of the Association are due 
him for his efficient work. ° 


The field organization has demonstrated its value, both in the results 
obtained in securing: individual members and in assistance rendered in 
the organization of local associations. This department should continue 
to have our personal and financial support. 


Our faces are set in the right direction, the surface has not been 
more than scratched, and each year, if we adhere to the principles of 
our organization, will develop important work and duties to perform, 
and it should be our care that the organization shall not depart from our 
sound traditions or wander into fields without precedent. I urge 
seriously that our efforts be consistently concentrated upon the objects 
so clearly set forth in our constitution. 


To the members of the Association, officers, directors, members in 
committee, individual and associate, I wish to express, though it be 
faintly, a sense of the obligation I am under for the courtesies and con- 
ae extended to me. The memory of them will always be a pleasant 
thought. 


And now, gentlemen, may we turn our attention to the objects for 
which we assembled, and in the consideration of which the time at our 
disposal is none too long. Many interesting addresses are to be pre- 
sented, our committee reports deserve and should command your most 
earnest attention, and the resolutions offered by each committee your 
careful consideration. I am therefore endeavoring to secure the best 
interest of all in asking you to be prompt and punctual in your attend- 
ance upon the sessions of the convention ; and now I must close, for there 
is still a clear memory that your president was once designated as a 
“Czar,” and he may be tempted to exercise the prerogative of such an 
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exalted position if the business of the convention should appear to be 
“neglected. (Great applause.) 


President Salisbury—We shall next hear the address of the secretary- 
treasurer, J. H. Tregoe. 


Annual Address of the Secretary-Treasurer, J. H. 
Tregoe, New York, N. Y. 


To the Officers and Members of the National Association of Credit Men. 
GENTLEMEN: 


We have approached this convention with gratitude and gratification, 
for the year’s work marks progress and a display upon the part of the 
membership of sincere interest and co-operation. 

Each year of the Association’s history has had its distinctive prob- 
lems and in that just closed there was recognized an expanding desire 
for the elevation of business standards, and we arose to this demand and 
privilege with zeal and diligence. 

It is no invasion of veracity to assert that our constant appeal to the 
men of commerce has awakened a clearer perception of the compensa- 
tion resulting from honest and orderly practices in business than has been 
felt in this generation’s industrial history. 

This needed and well-promising work has merely begun and it 
confirms our useful place in the business world to foster its promotion 
by calling upon men to recognize the great fact that principle in the 
relationship of man to man in business affairs is far superior and far 
more profitable than policy. Many of the evil practices in the relation- 
ship between buyer and seller which have become burdensome were 
directly bred by unwarranted and unnecessary indulgences. 

No merchant need fear to do that which is right. This attitude may 
not pay immediate dividends, but will eventually, and dividends more 
continuous and generous than any immediate returns from the in- 
dulgence or allowance of an unfair or bad business practice. 

Endless formulas might be proposed, but that which will be 
found most effective and go more directly to the heart of this question 
and elevate the business standards of the Nation is the resolution of 
every business man to be straight in his own practices and to insist 
upon straightness in those with whom his commercial dealings are 
carried on. 

We have closed a distinctive year in legislation. The report of 
your Legislative Committee reveals its details. We only wish, as 
supplementary to its report, to indicate the apparent expansion of 
our influence and power in commercial legislation, a condition fostered 
beyond doubt by the saneness of our methods, the necessities of our 
proposed laws and the splendid co-operation of our local associations 
and individual members. 

One serious situation was discovered, that of pronounced an- 
tagonism upon the part of some legislators to commercial legislation 
of any character. It argued upon their part prejudice and ignorance; 
prejudice as to business, and ignorance as to our industrial history. 
It is unwise to pass so serious a situation without comment or close 
study. It suggests the need of a more thorough and practical educa- 
tion of our youth in commercial practices and the nation’s industrial 
history. The number of misfits discerned not only in legislatures, 
but in business, is directly and primarily due to the very meagre 
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training of our youth in commerce and business. .We must meet 
the situation in two directions; first, by insisting upon educational 
departments in the states and municipalities that there be given our 
youth in elementary and secondary grades some properly defined 
course upon commerce as related to banking and business; and 
second, by training, specifically, the younger men to occupy positions 
in credit departments, for it is upon this department of a business 
enterprise that the national tendencies, prejudice and ignorance, more 
largely press. : 

Therefore, we urge upon our local associations the promotion 
not only of credit courses in Y. M. C. A.’s as they have been carried 
on so splendidly for two years, but the organization of distinct classes 
under their own supervision with specific courses in those subjects 
that appertain to the credit department, and which but qualify a stu- 
dent to do efficient work. There is no precedent for this specific 
educational department, so the trail must be “blazed” by our Com- 
mittee on Credit Education and Management, which committee I 
earnestly suggest, because of the importance of its work, shall be 
made one of the Association’s standing committees. 

We accepted, without flinching, the responsibility of educating 
business men upon the defects in our existing banking and currency 
system and the need of expeditiously and. adequately reforming it. 
Your Committee on Banking and Currency has rendered yoeman’s 
service in this direction and it is believed that the business men of 
this nation are more thoroughly aroused upon a situation which so 
directly affects the soundness and safety of commerce and credits 
than has been discovered at any period since the enactment of our 
existing banking and currency laws. ; 

We have exercised a silent but forceful effort upon the adminis- 
tration and leaders in Congress to the need of enacting an adequate 
banking and currency law in the extraordinary session of Congress 
and are encouraged to believe that the administration and the national 
legislators are beginning to recognize what waste the nation has 
suffered through its serious crises since 1862, waste which in all 
likelihood would not have occurred had there been in our system 
those principles which relieve tension in the times of stress and save 
business men from loss in situations for which they were not directly 
responsible. We cannot discover in any of the serious crises of the 
last half century that they were due directly to bad business, but 
to bad banking. 


In all departments of the work we feel it is only just and proper 
to say that every encouragement is apparent and that each committee 
has put forth its best efforts to make the year that which I am sure 
you will unanimously feel it has been, one of progressive and influen- 
tial development. 


The membership has had a normal growth, ten local associations 
organized in strategic points all of them such as should, with proper 
care, prosper. The Membership Committee deserves our sincere con- 
gratulations, and would time permit in a report of reasonable length, 
we would find pleasure in speaking definitely of all our committees, 
but it has been our effort and desire, through correspondence, to let 
the chairman and the members of his committee know how deeply 
we appreciated their efforts. The results will be presented in their 
reports. 

; The educational leaflets, of which three were issued, bearing 
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upon aspects of sales terms, the proper calculation of profit, and the 
value of systematic correspondence, were immediately popular and 
are performing good work in bringing to the consciousness of retail 
merchants the need of observing good order and decency. in respect 
to business relationships and commercial practices. It is our purpose 
to continue this department and touch apes all situations which 
should be remedied or improved. 

It is our conviction that the Association has not yet sufficiently 
arisen to the need of*prosecuting commercial fraud. To do this 
properly, a large sum, larger than ever perhaps contemplated by 
the Association, must be available, and that which we are deriving 
now from the sale of advertising space in the BULLETIN is far from 
adequate and such as will only enable you to co-operate with local 
associations or undertake minor cases. 

When the amount of assets involved in the failures of each year are 
considered and what-a small per capita allowance would be needed from 
our large membership each year for the creation of an adequate fund, it 
is not in our opinion any idle dream to believe that in a little while we are 
going to take the position of clarifying the business atmosphere and deal- 
ing out to those inclined to defraud creditors that treatment which their 
practices deserve. 

We prognosticate that if this were done in a proper and adequate 
way the amount of annual loss through fraudulent insolvency and bank- 
ruptcy cases would materially diminish, and we would be largely dealing 
with those who were honest, but unfitted, who were diligent, and merely 
unfortunate. 

The need is becoming apparent of devoting more study to Association 
meetings and that these meetings be more definitely confined to the con- 
sideration of credit and business topics. A large number of the local 
associations are feeling this necessity very strongly, and the National office 
is appealed to frequently for advice and guidance upon the character of 
meetings and just what will give the best results and attract the largest 
number of attendants. We shall recommend in this particular that a 
special Committee on Association Meetings be authorized at this con- 
vention and that for the present it be substituted. for the special Com- 
mittee on Federal Incorporation Law, as at present the federal incorpora- 
tion project is not agitating the public mind to any great extent and the 
study of it can be deferred until there is a possibility of its serious con- 
sideration upon the part of Congress. We suggest the substitution so that 
the number of our special committees may not be enlarged. 

You must be congratulated upon’reaching numerical proportions that 
make the National Association of Credit Men the largest commercial body 
in this nation, and perhaps in the world. Its rapid development must be 
directly attributed to the wisdom of its official bodies in the years past 
and the close adherence to its constitutional program. With the numerical 
growth has also developed its influence, and we must urge the need, in 
view of the dangers that always attend the administration of so large 
and powerful a body, of selecting for its Board of Directors well qualified 
men who are deeply sympathetic with its specialized work and can 
dedicate to its promotion some of their thought and time. It is our 
. belief that this need will be recognized by those who have so faithfully 
served the Asseciation in its initial years and by those who are beginning 
to recognize its power in helping to shape the nation’s industrial history 
and to give to it a character and height of standard which could not be 
accomplished through individual effort. 


478 





We also urge upon local associations an approximate degree of care 
in selecting their supervising committees, for up to the present we are 
not a co-ordinated body and some of the associations fail of prompt and 
hearty response in affairs of national importance which are suggested 
from the National office. When this co-ordination is reached and there 
js 2 unanimous response and co-operation from all the local bodies in 
promoting the national plans, we cannot prognosticate now with certainty 
what the results will be, but it seems that nothing unfair could withstand 
the united force, nor any desirable project its possible accomplishment. 














WM. WALKER ORR 
Assistant Secretary 
New York, N. Y. 


Your secretary-treasurer is deeply indebted to Presidént Salisbury 
for his unfailing sympathy and courtesies of the year. It has been a real 
pleasure to work with.Mr. Salisbury ; and he is also indebted to the vice- 
presidents for their advice and guidance; the members of the board have 
been responsive and some of them given much of their time and thought 
to the carrying forward of the work in their immediate neighborhoods 
along diligent and intelligent lines. The local associations have also, gen- 
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erally speaking, been helpful in their attitude; and to everyone who has 
assisted in making the history of this year and giving to the National 
office that encouragement which led it to reach out for the attainment of 
the highest and best things, we want to extend our sincere and hearty 
thanks. 

We must sincerely commend the co-operation and good service of 
our assistant secretary in his special department of business literature, 
reflected in the BULLETIN and other literature issuing from the National 
office. The secretary’s assistant is also to be thanked largely, for upon his 
own initiative, he has improved the office technique and conducted a_ direct 
and successful solicitation of individual members in remote places that 
are not generally covered by our field representatives. The entire office 
spirit has been good and enabled the designing and execution of large 
plans. 

The finances of the year have also been satisfactory, and we here- 
with present the treasurer’s report from June I, 1912 to June I, 1913. 
(Report attached.) 

In conclusion, we feel there is every incentive to enter upon the new 
year with a sense of large things to do and a willingness to lend our best 
in accomplishing them. Our place has been found in the nation’s com- 
merce, our need made distinctly apparent, and our contribution annually 
to the elevation of business standards and the development of protection 
to commerce and credits indisputably conceded. 


RECEIPTS AND EXPENDITURES OF THE NATIONAL ASSOCIATION OF CREDIT 
MEN FOR THE YEAR ENDED May 31, 1913. 


Receipts. 


From local associations, per capita dues 
Individual membership, annual dues 
Deduct salaries and traveling expenses of field 
representatives 

Net income from individual membership dues ————— 
Blanks—Gross income from sale $3,736.99 
Deduct cost of printing 

Net income from sale of blanks 
Diary—Gross income from sale 
Deduct cost of publishing 

Net income from sale of diary —__—— 
Sundry receipts 253. 


Total net receipts $52,373. 
Expenditures. 


ADMINISTRATION EXPENSES. 


Salaries—Secretary-Treasurer, Assistant Secretary and As- 

sistant to Secretary 
Salaries—Office employees 
Rental of office 
Stationery and printing 1,815.51 
Postage 2,097 .05 
General items of service and supply 4,378.25 


Total administration expense 
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seh LITERATURE. 
Cost of printing 
Deduct income from sale 


Net cost of literature 831.24 


BULLETIN. 
Cost of publishing and mailing 
Less receipts from sale and subscriptions 
Net cost of BULLETIN ————_ 8,160.55 
Traveling expenses, officers, directors, members of commit- 
tees, and the expenses of directors’ and committee 
meetings 4,842.63 
Legal bureaus and attorneys’ services 2,605 .00 
Aiding prosecutions and investigations 443.30 
Convention expense 2,229.64 


Total net expenses 


Surplus for the year 
1912, June 1—Balance as per report 
1913, June 2—Balance in bank 

June 2—Balance office account 


Total balance $15,579.47 


D. G. Endy, Philadelphia—May I ask this convention just for 
a moment to forget that we are assembled here to conduct a business 
proceeding? May I ask that we step aside from tradition and formalities 
and extend our sincere thanks to the secretary-treasurer who has just 
read this very excellent report. I feel that he is entitled to understand 
that the entire Association stands behind him in his efforts to maintain 
the high standards and ideals of this organization. I hope, therefore, 
that there will be a unanimous expression indicating to him that we all 
stand squarely behind him in his efforts to uphold the high standards 
of this Association. 

Motion seconded and unanimously carried by a rising vote amidst 
great applause. 

Arthur Parsons, Salt Lake—I move that there be appointed 
an auditing committee of three to audit the treasurer’s report. 
Motion seconded and unanimously carried. 
President’s report received and ordered placed on file. 
Secretary-treasurer’s report received and ordered placed on file. 
Recess until 2:30 o’clock P. M. at the Hotel Sinton. 
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‘FIRST DAY 
Tuesday, June 17, 1913 
AFTERNOON SESSION 


The afternoon session of the first day was called to order at the 
Hotel Sinton. 

President Salisbury—The convention will come to order. The first 
order of business is the report of the special committee on constitutional 
amendment. The chairman of the committee, F, H. McAdow of Chicago, 
will present the report of the committee. 


Mr. McAdow—The committee’s report is as follows: 


To the National Association of Credit Men in convention assembled: 

This committee was appointed by the board of directors at the 
annual meeting in September to consider amendments to the constitution 
and report to this convention. Two items had been referred to the 
board by the Boston convention: First, the amendments proposed to that 
convention by the St. Louis Association of Credit Men, having reference 
to a change in the method of electing directors ; 

Second, a suggestion that the order of business be so changed as to 
permit the consideration of the report of the Committee on Resolutions 
before the election of officers and directors. 

As to the St. Louis amendments your committee reports that the 
St. Louis association expressly desires to withdraw its proposed amend- 
ments from further consideration at this time, and inasmuch as your com- 
mittee does not see any parliamentary objection to such withdrawal, the 
amendments proposed are not included in this report, except as to this 
explanation. 

Concerning the second suggestion, your committee believes that the 
order of business as now printed in the constitution clearly permits the 
consideration of reports from all committees prior to the election of 
officers and directors, and therefore does not report any plan for action 
under this heading, no change being required. 

There has come to the notice of this committee a question as to the 
powers of the committee on nominations, which is charged by the con- 
stitution with the duty of receiving and presenting nominations for the 
officers and directors at each convention. This question was raised at 
the Minneapolis convention and there seems to be a feeling that this 
committee should be clothed with some discretion which it does not seem 
to possess under the present wording of the constitution. 

Unless the committee is given some latitude in the handling of nomi- 
nations its duties are so perfunctory as to become embarrassing. It has 
been said that the committee might as well be dispensed with as a useless 
formality and nominations be handed to the secretary direct. To meet 
this seemingly well-founded criticism your committee has proposed an 
amendment to Article 8 as follows: 

Substitute the following for Paragraph 4 of Section 8 of the con- 
stitution. me 

At the first session of the convention a nominating committee 
of fifteen shall be appointed by the president, such committee 
to receive, consider and present to the convention as nominees the 
names of candidates eligible to election as members of the board 
of directors. A ballot shall be taken and the candidates receiving 
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the highest number of votes shall be declared elected to fill the exist- 
ing vacancies. No affiliated association shall be entitled to ‘more 
than one representative on the board of directors, nor to more than 
one member of the nominating committee. 


This amendment will give the committee at least sufficient discretion 
and authority to justify its existence and dignify its proceedings. In view 
of the increased latitude or authority to be vested in the committee should 
this amendment carry, it seemed proper to increase the number of the 
committee from ten to fifteen members,-thus making it a more representa- 
tive body. 

Your committee moves the adoption of the proposed resolution. 

C. Morton, 
H. G. Moore, 


F. H. McApow, Chairman. 
Seconded by Henry W. Hardy, Chicago. 


President Salisbury—Article 8 of the constitution at present reads as 
follows: 

“At the first session of the convention a nominating committee 
of ten shall be appointed by the president who shall receive and pres- 
ent to the convention the names of candidates for the board of 
directors. A ballot shall be taken and the candidates receiving the 
highest number of votes shall be declared elected to fill the existing 
vacancies. No affiliated association shall be entitled to more than one 
representative on the board.” 

As amended, the fourth paragraph of Article 8 will read as follows: 

“On the first day of the convention a nominating committee of 
fifteen shall be appointed by the president, such committee to re- 
ceive, consider and present to the convention as nominees the names 
of candidates, eligible to election as members of the board of direc- 
tors. A ballot shall be taken and the candidates receiving the high- 
est number of votes shall be declared elected to fill the existing 
vacancies. No affiliated association shall be entitled to more than 
one representative on the board of directors nor to more than one 
member of the nominating committee.” 


The question is upon the adoption of the paragraph just read in place 
of the fourth paragraph of Article 8. 

M. J. Kohn, Baltimore—I would like to know for the information of 
the Baltimore delegation what is meant by this committee considering 
nominations, I would like to know from the chairman of the committee 
what the functions of the committee would be in the way of considering 
nominations ? 

Mr. McAdow—The objection to the old arrangement was that the 
committee seemed nothing more than a committee of pages who would 
receive names and pass them up to the desk; at the Minne&polis meeting 
the question was raised with the board whether in case a name presented 
did not seem to the committee to be eligible under the constitution, it 
had any authority to withhold it from presentation. The board of di- 
rectors held that there was no such authority vested in the committee; 
and the object of this amendment is that if a name be presented to the 
nomination committee which is not eligible according to their ideas as 
credit men under the wording of our constitution, they shall not be help- 
less but have the right to say to the party presenting the name that it 
would not be in order to present it. That is just the amount of discretion 
that is meant to be given to the committee under this amendment. 
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J. E. Porter, Pittsburgh—I am opposed to that amendment as it reads. 
If it is put in force the committee on nominations can absolutely control 
elections. It will have it in its power to erase the name of every man 
who has been nominated, except just such as will fill the vacancies; and 
I will offer as an amendment to strike out the word “consider.” 

B. F. Ezekiel, Birmingham—I second the amendment. 

President Salisbury—Mr. Ezekiel seconds the amendment to strike 
out from the substituted paragraph the word “consider.” 

Frank Seed, San Francisco—I second the amendment and heartily 











FRANK S. FLAGG 
Morse and Rogers, New York, N. Y. 
Director 


coincide with the delegate who has just spoken. The amendment to the 
constitution as offered by Mr. McAdow’s committee would leave the 
matter entirely in the hands of the president, because he will have power 
to appoint the committee, the committee would handle all the applications 
and it would make the matter altogether too personal. I second the 
amendment. 

F. C. Wasserman, Portland—If this amendment is adopted, will it 
not leave the constitution in about the same condition as it was before, 
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except that the committee is increased to fifteen instead of standing at ten 
nenaneee? Does it not actually take the power away from the com- 
nittee f 

Mr. McAdow—The taking out of the word “consider” would 
leave us just where we were before. We would not in any way have 
applied a remedy for the complaint raised concerning the power and 
duties of the committee. 

Mr. Ezekiel—I think it devolves upon me as the seconder of the 
motion to explain. I just entered the hall prior to the motion being 
made, and it seems to me the insertion of the word “consider” delegates 
to this committee the powers that belong to the convention itself. It 
practically says the Nominating Committee shall restrict the presentation 
of names to the convention to those that it desires to have voted upon 
for office. Now, I think all of us ought to have the privilege of voting 
upon these names ; we do not want to delegate our privilege to a committee 
which shall have full power to strike from that list the names of those 
who do not suit them. They may, upon a final vote, suit the members 
of the convention, and therefore I do not think that we want to delegate 
to the committee the powers that belong to us. 

Mr. Porter, Pittsburgh—My reason for making the amendment was 
simply to give the delegates and the convention a chance to have some 
voice in the management of its affairs. If you pass the amendment as 
presented you give the entire power over directorships to the committee. 
You may as well take away from us the right to vote, because we can 
only vote for those who have been nominated, who pass the scrutiny of 
this committee, and it is delegating to them a power which I do not 
think we have any right to delegate to anyone. 

T. J. Bartlette, New Orleans—I believe the object of appointing a 
committee is to enable certain information to be brought before the 
convention, so that the convention can act intelligently upon it. It may 
well happen that names will be submitted to the Nominating Committee 
which, for one reason or another, are ineligible to election; and unless 
the point is raised on the floor, which would be very embarrassing to 
the delegation which presented the name, simply from pride in the man 
or his delegation, the nominee might be elected. There may be no per- 
sonal objection to him, but for some other reason he may not be eligible 
if there is to be a strict adherence to the constitution of the organization. 
It is for this reason that the amendment has been offered, so that the 
Nominating Committee may investigate and then present to this organ- 
ization the names of those who are eligible in every respect for election 
as directors of this organization. 

We are not taking away any of the powers of this convention. If 
this convention sought by unanimous consent to elect somebody who was 
not on that list, no power on earth could prevent its doing so. The only 
idea, as I stated before, was that this convention should have a clear 
report before it just as it would on any other subject for which a com- 
mittee is appointed, and for that reason I am heartily in favor of the 
amendment as proposed by Mr. McAdow. 

F. R. Hamburger, Detroit—I am opposed to the adoption of the 
amendment. I am in favor of the amendment proposed by Mr. 
McAdow’s committee. I believe a body of this kind, large as it is, must at 
times delegate some of its powers to a committee. The amendment 
provides that the nominating committee shall consist of fifteen, and that 
no local association can have more than one member on that committee. 
I think that the honor and integrity of the men who come to this con- 
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vention is so high that we are perfectly safe in entrusting to fifteen men, 
coming from fifteen local organizations from different parts of the 
country, the power to present to this convention the names of the officers 
of this Association (Applause) ; and I am perfectly satisfied to accept 
the names as presented by this committee from which to make my choice, 
with the privilege of voting on them as I see fit. I trust that the amend- 
ment as presented by the chairman will prevail. (Applause. ) 

President Salisbury—The question is on the amendment offered by 


C. R. BURNETT 
American Oil & Supply Co., Newark, N. J. 
Director 


Mr. Porter, of Pittsburgh, to strike out the word “consider” from the 
report of the committee. 

Motion put and lost. 

H. C. Burke, Jr., Fort Worth—The object of this amendment is only 
to consider the constitutional eligibility of the names submitted to the 
nominating committee. It might be well to amend to read this way: “to 
consider the coristitutional eligibility of the nominees.” And that would 
limit the power of the nominating committee, so that their discretion 
would lie only on the basis of constitutional eligibility; and if that is 
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the only object in inserting this word “consider,” I would like to put 
that in the form of an amendment. 

President Salisbury—This has not been offered as an amendment; 
it seems to be a question directed to the committee as to what its 
objects were in inserting the word “consider.” 

E. S. Papy, Atlanta—I second Mr. Burke’s motion. 

President Salisbury—The gentleman made no motion. 

Mr. McAdow—Under our rules the chairman, I believe, closes the 
debate; so I might say this much further: that the committee has in 
mind what Mr. Burke of Fort Worth has suggested. This question of 
eligibility hinges on constitutional requirements entirely, as the committee 
looked at it. It is so stated in effect. So that any change such as is sug- 
gested by Mr. Burke would not change the real intent of this amendment. 

Amendment put and carried with only one vote in the negative. 

President Salisbury—The amendment is carried. 

Mr. McAdow—The committee offers as an additional amendment: 

That the present special Committees on Credit Education 
and Management and on Commercial Arbitration be declared 
standing committees of the Association instead of special com- 
committees as at present. 


I move the adoption of that further amendment. 
Seconded. 


President Salisbury—The committee recommends that the Com- 
mittee on Commercial Arbitration and the Committee on Credit Edu- 
cation and Management be made standing committees. 

C. E. Vandel, Kansas City—I second the motion. 

Unanimously carried. 


President Salisbury—The amendment to the constitution, Article 
10, is carried. 

Mr. McAdow—Your committee has no further report. 

President Salisbury—The committee will be discharged with 
thanks. 

The secretary then read the names of the following committees, 
which had been appointed by the president. 

Committee on Auditing: Oscar Loeffler, Milwaukee, Chairman; 
Arthur Parsons, Salt Lake City; Secretary-Treasurer Tregoe. 

Committee on Nominations: Harry New, Cleveland, Chairman; 
E. L. Adams, Atlanta; I. R. Lempert, Rochester; J. E. Porter, Pitts- 
burgh; W. A. Hopple, Cincinnati; W. B. Cross, Duluth; D. M. 
Douglas, Des Moines; I. C. Brown, Newark, N. J.; C. D. Maclaren, 
St. Paul; F. C. Wasserman, Portland; C. H. Walker, Grand Rapids; 
A. W. Pickford, Philadelphia; E. S. Boteler, New York; H. H. 
Humphrey, Boston; G. K. Smith, New Orleans. 

Committee on Resolutions: F, H. McAdow, Chicago, Chairman; 
W. B. Munroe, St. Louis; S. G. Rosson, Baltimore; C. T. Hughes, 
San Francisco; J. H. King, Hartford; S. T. Hills, Seattle; J. N. 
Moylan, Dallas; W. E. Stansbury, Memphis; H. L. Hunt, Wilming- 
ton, N. C.; J. H. Edwards, Youngstown; Clarence Braden, Louis- 
ville; C. S. Dickey, St. Joseph; W. E. Pitts, Montgomery; J. D. 
Holmes, Jacksonville; C. E. Vandel, Kansas City; E. M. Andreeson, 
Omaha; Chas. Knorr, Wichita; Stanley Floyd, Wheeling; Leroy 
Swinburn, Charleston, W. Va.; David Griesel, Lincoln; J. B. Dwyer, 
Buffalo; H. A. Jeffries, Indianapolis; A. J. Pettway, Knoxville; Geo. 
W. Oatley, Utica; C. L. Whichard, Norfolk. 
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Secretary Tregoe—I have some communications I would like to 
read. 
I 


F. R. Salisbury, “Pittsburgh, Pa., June 16, 1913. 
President, National Association Credit Men, Cincinnati, O. 
Have experienced a keen disappointment in not being with you 

all at Cincinnati today, first, because I wished to attend the opening 

of the convention, and secondly, because I had been invited to become 

the guest of the council of the city of Cincinnati tonight. Very im- 

portant city affairs here cause my absence. Will see you tomorrow, 

Wednesday morning. Remember me to all the boys. 

Enocu Rau, 
Second Vice President.” 
II. 


“Boston, Mass., June 16, 1913. 
National Association of Credit Men, 


Mr. Charles E. Meek, Vice-President, Cincinnati, Ohio. 

Greetings to the credit men our valiant comrades in arms in our 
attack upon the scourge of fire. Best wishes from the National Fire 
Protection Association for a large and enthusiastic meeting. 

FRANKLIN H. WENTWorRTH, 
Secretary.” 
III. 
J. H. Tregoe, “San Francisco, Cal., June 16, 1913. 
Secretary National Association of Credit Men. 

Duties of state prevent my attendance. First convention I have 
missed in six years. Though absent, my thoughts will be with you 
during the entire session. The country looks to us to accomplish 
many reforms in the business world. Let us all do our duty during 
the coming year. ; . Curtis R, Burnett.” 

IV. 
J. H. Tregoe, “Columbus, O., June 16, 1913. 
National Association of Credit Men. 

Very much regret to say conditions have presented themselves 
making it impossible for me to reach Cincinnati. B. G. Watson will 
present himself to you on arrival. Extend my good wishes to the 
convention assembled. I know you will enjoy a feast of knowledge. 
Personal regards. Harry E. Smirn.” 

V. 
F. R. Salisbury, “New York, June 17, 1913. 
President, National Association Credit Men. 

Deeply regret absence from convention over which you preside. 
Please accept my best wishes for a successful convention and extend 
kind regards to my former associates. 

Howarp MARSHALL.” 


Secretary Tregoe—It is especially refreshing to receive a telegram 
from San Francisco informing us that the governor of California has 
signed the false statement act. We feared that owing to the press of 
matters the governor might not find time to sign the measure. 

President Salisbury—The next order of business is the reading of 
the rules of the convention. 

Secretary Tregoe—I think it has been customary not to take the 
time of the convention in reading the rules; I think we are very well 
acquainted with the procedure and will keep within the rules; or if we 
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do not we have a president who will compel us to. I would like to have 
the names of the state chairmen this afternoon or tomorrow as early 
as convenient. 


President Salisbury—The Hon. Judson A. Harmon was to address 
us on the subject of the “Business Man and Commercial Law.” He is 
unable to attend; but we have been very fortunate through the efforts 
of Mr. Muench in having with us a man who can talk to us on a subject 
fully as interesting and perhaps not as often presented as the subject of 





L. B. McCCAUSLAND 
Ross Bros., Wichita, Kan. 
Director 


Gov. Harmon’s address. The subject is “The Building up of South 
American Trade,” by James A. Wheatley, formerly of Cincinnati, but 
for several years in South America at Buenos Ayres, representing the 
Ault & Wiborg Company of this city. He comes prepared to give us 
some valuable information, something that in these days of expansion 
we are more anxious to learn about than we were a few years ago; and 
this is a very opportune time for us to begin consideration and study of 
the subject which he will present to us. (Great applause.) 
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Address of James A. Wheatley, of Buenos Ayres, 
Argentine, on “The Building Up of South 
American Trade” 


I must apologize for attempting to take Gov. Harmon’s place. | 
was never accused of being a speaker. I could not make a speech to 
save my life; but I can talk, 

At a meeting of those interested in our company a short time ago, 
I started a talk of mine by telling this story. A man was called upon 
at a banquet to speak. He got up and said: “I was very much surprised 
to be called upon; there is not much I have to say except to thank you 
for your very cordial reception. I have never been a speaker; in fact 
I have never made a speech; but last evening at the banquet I was given 
a mint julep. “Now,” he said, “had I been given a second, nothing could 
have prevented me from making a speech.” 

I left Cincinnati nine years ago for South America. Three months 
before leaving I studied Spanish, as I knew it would be necessary to 
talk the language of the country. For probably three months I took les- 
sons every day. At the end of the three months, I could talk a little 
Spanish. I had probably thirty days more on my way down to polish 
up a bit, and when I got there I could manage to get on in a sort of a 
way, but I could not get along successfully without an interpreter. | 
found, however, that the little knowledge I had of Spanish was of great 
advantage to me. I think that a great many difficulties that American 
exporters have had in shipping goods to South America is owing to 
misunderstanding. For instance, if you are depending on an interpreter 
he may have only a fair working knowledge of English, and when he 
makes an interpretation he makes a free translation; and in turn makes 
a free translation to the salesman of what the prospective customer has 
said. Very often important points.are overlooked. I had just enough 
knowledge to know when the interpreter was taking liberties with my 
English; and when he would lose the point I wished to convey, I would 
say: “No, that is not what I want to say; say it this way,” explaining 
fully the point I intended to convey. He would do so; and on the other 
side ‘when he would give me an interpretation of what the man had said 
in Spanish, I would also know when he was not giving me exactly what 
the man had said, and I would question him: “Did he not say this in 
this way?” And he would say: “Yes, you are right.” So I avoided 
a good many mistakes. I want to make clear that unless you have a 
very good understanding with your client, there are likely to be mistakes. 
For instance, when you receive an order from South America they will 
ask you to number all cases and to give gross, legal and net weight on 
every package. That is not very difficult, but invariably the’ American 
exporter fails in this. I have had Argentinians say to me “I am surprised 
that a great manufacturing nation such as you are, though you do many 
things better than any other nation, yet fail on matters of detail that no 
other nation fails on.” 

You will find packages, after most careful instructions have been 
given, without numbers, and with the gross and net weights sometimes 
correctly marked, sometimes not; but rarely they will give you legal 
weight. In all South America every article pays a duty on weight, that 
is, you pay on the weight of the article plus the weight of the package, 
for instance, of liquid stuff in a barrel, you pay gross weight; but on 
cans, bottles or cases you pay on the weight of the material in the can 
or bottle. You can understand the difficulty, if a man received an order 
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from South America for two hundred cases, they say ten cases con- 
taining one class of goods, fifty another, thirty another and twenty 
another ; and not being numbered it would be impossible for the importer 
to state to the customs house what is the contents of any particular case. 
So being unable to declare separately the legal weights, it means he must 
dispatch the goods as “contents and weights unknown,” which would 
mean that he would be put to the expense of making petition on stamped 
paper; then every case would have to be opened and contents disturbed. 
You can imagine the enormous amount of work entailed. 

In little things we are in bad repute. The South Americans say 
we are very, very careless in our checking, and we do not follow our 
instructions; and I believe that is true of the Americans doing business 
in foreign countries. They are careless in matters of details. 

In matters that are very, very important Americans are quite up to 
the mark; that is, they manufacture well, they can meet prices; but they 
are at big disadvantage on account of not having banking facilities. They 
have difficulties also in having to pay more freight, not having: American 
steamers. In nine years I believe I have only seen the American flag 
at Buenos Ayres three times, and once it was when two torpedo boats 
came down with the big fleet ; they could not send all the boats up the river 
Platte, because there was not enough water; but only on two occasions 
have I seen the American flag in southern waters in two years. We have 
to pay for carriage in foreign boats. If we could get people interested in 
pushing a merchant marine, it would be good for all the manufacturers of 
the country. 

I have taken some extracts here from a book; I think every man 
interested in foreign business should get one of these books published 
by the Department of Commerce and Labor, entitled “Special Agent 
Series, No. 62 on Foreign Credits.” It is edited by Archibald J. Wolfe. 
I will just go over the few things he mentions to call your attention to 
little things you may not know, but before I go into that I had better 
acquaint you with the Argentine Republic a bit. 

Our winter is just beginning there and we are having a cool day in 
the Argentine to-day, more than likely, and will have our summer season 
in the middle of December; in fact, the hottest weather we have is in 
December; and I sympathize with you gentlemen here trying to bear 
patiently what dry things I may have to tell you. This authority says: 


THE AMERICAN MANUFACTURER ENTERS THE Export FIELD. 


The American manufacturers enter the export field as important 
competing factors at a time when their British and German rivals and 
predecessors have begun to reap the fruits of a long period of preparation, 
organization, and adaptation to foreign conditions. By sheer excellence 
of their products, the result of unparalleled ingenuity and inventiveness, 
by their superior manufacturing methods and remarkable enterprise, they 
invade the markets of the world and attain a most enviable position as an 
exporting nation. The vast home market, indeed, still engrosses the at- 
tention of most of the American manufacturers. It is comparatively a 
small number among them who have studied the foreign markets with 
an eye to the future as well as to the present. Many of them regard the 
export trade as a side line or as an experiment. The results of this phase 
in the growth of the American export trade are numerous complaints 
from foreign customers. The farsighted manufacturers who have built 
up a world-wide trade are seldom the objects of these complaints, but 
the novice seems to be bound to pass through this period of apprentice- 
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ship, until under the expensive tutorship of experience he learns to trans- 
act his business with the foreigner as smoothly as with the home customer, 


THE AMERICAN ATTITUDE TO FOREIGN CREDITS. 


Among the criticisms most frequently directed against the American 
manufacturers from all quarters, one of the foremost, if not the fore- 
most, is connected with the subject of credit. 

It may be admitted here that the demand for credit in the export 
markets is a vital one and that the European exporters adequately meet 
this demand. The American manufacturers, on the other hand, have been 
persistently blamed for ignoring it. The result of this attitude, it is 
pointed out, is that Americans lose trade to the nations which will grant 
the credit required in the export field. 

“Cash against documents in New York” at this period comes to be 
known as the cast-iron rule of many American manufacturers. Some, 
indeed, have listened to the reproaches of critics and have shown a tend- 
ency to be liberal to foreign customers, and as a result have met with 
financial losses. They soon realize that while refusal to grant credit may 
lead to loss of trade, indiscriminate credit granting is sure to lead to loss 
of money. 

CAUSES OF RELUCTANCE TO GRANT CREDIT. 


We may be permitted at this point to analyze the underlying causes 
which account for the reluctance of many American manufacturers in 
granting to foreign customers credit terms regarded by the latter as 
reasonable. To ascribe this reluctance to “ignorance” is unfair in man) 
cases. It has, indeed, happened that a manufacturer has refused to ac- 
commodate in the matter of credit a house of absolutely assured stand- 
ing, simply because “cash against documents in New York” is his rule, 
but most American manufacturers declining to do business abroad on a 
credit basis do so because they feel that in some way or other they are 
not equipped for this class of business. The difficulty of obtaining reliable 
credit information regarding the financial standing of foreign customers. 
the danger of not receiving a sufficiently timely warning of any change 
in their financial condition, the fear of unfounded complaints, unwarranted 
deductions and unreasonable delays in payments; the impossibility of ob- 
taining justice in commercial litigation in certain undeveloped countries, 
and the high cost of such litigation in other countries and, finally, the 
consideration that a manufacturer who has invested his capital in his 
plant and patents depend naturally upon a reasonably speedy return on 
his investment and cannot undertake to finance a large number of im- 
porters in foreign markets—all these are weighty arguments for prudence. 


LACKING CREDIT FACILITIES. 

If the American manufacturer owes his customer abroad a certain 
measure of accommodation in the face of the above arguments, then 
there is evidently something lacking in his facilities which foreign manu- 
facturers apparently enjoy, or he may not be fully familiar with such 
facilities as do exist. How far, then, can the American manufacturer go 
under the present conditions in meeting a legitimate demand for credit 
on the part of the firstclass foreign customers? How can he meet this 
demand reasonably and with safety? What improvements in our export 
and banking organization are necessary to that end? The fact that 
American manufacturers, individually and as members of manufacturing 
associations, have seriously discussed this problem, shows that they are 
not indifferent to the exigencies of the situation. “If our German and 
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British competitors grant these long terms of credit, how can they do it? 
And how can we accommodate our foreign customers in the matter of 
credit without tying up hopelessly our capital in the financing of foreign 
shipments?” These are the questions uppermost in the mind of a manu- 
facturer giving the subject of foreign credits serious consideration. 


How THE GERMAN MANUFACTURERS Export THEIR Propucts. 

The German manufacturer doing an export business either en- 
trusts the export merchant with the task of pushing his goods in 
the export field, which is done by means of sending out catalogues, 
samples, price lists, etc. (mostly “neutral,” without revealing the 
name of the manufacturer), or he merely contents himself with 
accepting the orders turned over to him by exporting merchants, 
relying on his established connections with these merchants or on 
the canvassing efforts of the export agent, or both. The small manu- 
facturer in Germany seldom dreams of installing his own sales organi- 
zation for foreign markets. It is only the big manufacturer who has 
an outlet for his goods in some special geographically well-defined 
market who will undertake to do so. The so-called “kartells” com- 
binations of producers of raw and semi-manufactured products, are 
also in a position to establish selling branches of their own abroad, 
to maintain traveling salesmen, and to push their goods through 
agents of their own. 

The German manufacturer, striving as he is for “direct” trading, 
is not equipped for it. There is an unmistakable tendency to elimi- 
nate the export merchants, but the realization of the difficulties in 
the way curbs the tendency considerably. The manufacturer who 
has tried “direct” trading and has “burned his fingers” finds little 
sympathy from the export merchant. His example is held up as a 
terrible warning, and the export merchant asks, with a considerable 
amount of logic: “Does it pay to deal direct and run the risks of 
loss, if by taking advantage of a strong existing sales organization 
with a knowledge of local conditions such as the manufacturer could 
never hope to rival, the risk may be entirely eliminated? 

But the German manufacturer seeks to increase his foreign salés 
and he cannot,content himself by receiving chance orders. He has 
the opportunity of making sole selling arrangements with export 
merchants for certain special markets. In this case the export mer- 
chant is bound to sell no article competing with his principal’s goods. 
The manufacturer pays the export merchant a commission agreed 
upon, whether orders are received direct or through the export 
merchant, provided they come from the territory assigned to the 


‘ latter. The costs of traveling salesmen are thus distributed among 


a certain number of non-competing manufacturers. The traveling 
salesmen seek to push the lines they represent to the best of their 
ability. The export merchant relieves the manufacturer of all the 


routine of shipping and is in fact the manufacturer’s “export depart- 
ment.” 


Tue Exporter RELIEVES THE MANUFACTURER OF CREDIT RISKS. 


It has been mentioned that one of the principal functions of the 
export merchant is to relieve the manufacturer of the risk of foreign 
credit. This risk, of course, is considerable. The German manu- 
facturer is still less able than his American or British competitors to’ 
finance the purchasing operations of a large number of foreign buyers, 
to wait months for the receipt of funds, to run the risk of the foreign 
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customer refusing to receive the goods or to pay for them. In order 
to be able to keep on manufacturing, the German manufacturer must 
have the capital invested in the manufacture of his goods returned 
to him with considerable promptness in the shape of money. This 
is true of manufacturers in all countries, but particularly so of German 
manufacturers, since the employment of industrial credit in Germany 
is exceedingly widespread and manufacturers work to a large extent 
with “other people’s money.” 

The foreign customer is unable to pay cash for his goods. We 
have referred to his need of credit in the introduction to this report. 
If the foreign customer does not command adequate means at home, 
or has at his disposal a reasonably cheap credit, he must postpone 
the payment for his purchases until he has disposed of his imports or 
received the value of his exports. 

The export merchant through his branches within the sphere 
of his activity is in touch with the customer. He has the means to 
finance the foreigner’s imports, either through his own capital or 
with the assistance of the banks. 


Woo Grants Lonc-TERM CREDITS. 

We shall have the opportunity of examining minutely the question 
of these credit dealings, but we may here state that the long-term cvedits 
granted by the Germans in Latin-America and the Far East, and in fact 
in almost all export markets, are not credits granted by manufacturers, 
but by the export merchants with or without the financial assistance of 
certain banks. Except in the European countries, German manufacturers 
seldom, if ever, grant credit to foreign customers. 

The export merchant pays the manufacturer in cash. This means 
in Germany cash within thirty days. All Hamburg export merchants 
settle with manufacturers in thirty days. This is considered “cash” 
because the time is taken not for the sake of credit but for the sake of 
convenience. The export mrchant wants to have the goods in his posses- 
sion before he pays. Nor does he utilize the entire thirty days, but 
makes a practice of paying on the roth, 15th, last or any other special 
day of the month following the purchase, because it is more convenient 
to pay all such invoices at one time. 


DRAWING ON FoREIGN CUSTOMERS. 

The foreign customer orders goods to a certain value, the German 
exporter draws on the customer, and when the draft is paid the debt of 
the customer is extinguished. It is not usual to include in the credit 
the time before the customer gets his goods. The draft is drawn at a 
certain period after sight. When the draft reaches the customer before 
the arrival of the goods, the acceptance is withheld until the goods 
arrive. In South America the shipping documents are frequently delivered 
direct to the customer, which, of course, is a mark of great confidence, 
but mostly these papers are sent to a third party, a bank or forwariing 
agency. In this case, the third party must be notified not to insist on 
acceptance until the arrival of the goods.. (The shipping documents, of 
course, include the bill of lading, an insurance policy or certificate, ard 
a copy of the invoice. There are in most countries certain regulations 
with regard to consular invoices as well.) The instructions in the case 
of these drafts generally read: “Present for acceptance on the arrival 
of the steamship . 

Where the draft is drawn payable at sight, no credit has been really 
granted, except that the exporter has undertaken to wait until the goods 
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reach the customer. Generally the draft is drawn for a certain period 
of time after sight, and this length of credit varies considerably. It 
depends upon the line of goods, upon the standing of the customer, upon 
a hundred and one special individual circumstances. For this reason 
there is no such thing as “standard terms” in Germany, except along 
most general lines. 

Customary length of German drafts on over-sea countries: South 
America, three, four, five, six, nine and twelve months; most frequently 
three and six months. Central America and West Indies, five, six, and 
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nine months; Australia, thirty, sixty, ninety and one hundred and twenty 
days; China and Japan, mostly three months; also two, four, and six 
months; Dutch East Indies and Straits Settlements, thirty, sixty, ninety, 
and one hundred and twenty days up to six months; British India, thirty, 
sixty, ninety, and one hundred and twenty days; West Africa and East 
Africa, thirty, sixty, ninety, and one hundred and twenty days; South 
Africa, sixty, ninety, and one hundred and twenty days up to six months; 
Northern Africa and Asia Minor, four to nine months. 
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INCREASED CrepiT FACILITIES. 

In the course of the past thirty or thirty-five years the increase of 
German exporters, the rise of German foreign banks and Hamburg 
private bankers and merchant bankers, but most of all the opening of 


London branches of German banks admitting German commerce to the 


London money market, have brought about increased credit facilities to 
the German exporter. The German banks doing a foreign business are 
but to a slight degree givers of personal credit to German exporters. 
Their activity is mostly limited to the negotiations of documentarily 
secured transactions with over-sea markets. But the so-called great 
German banks, which as will be seen later, are so closely allied with 
the banks doing a foreign husiness, have undertaken the problem of 
granting personal credit to exporters. Some individual English banks 
with branches in Hamburg have added this feature to their work and 
also grant personal credit to German exporters. 


ACCEPTANCE CREDIT. 


The exporter may not always utilize the maximum amount of credit 
granted him, but is always at this disposal. This demands a tying up 
of capital on the part of the bank, for which reason merchant and private 
bankers pay less attention to the account-current business than to accept- 
ance credit. In acceptance-credit transactions the banker stamps his 
acceptance on the draft, and an excellent means, entirely lacking in 
American business, is provided for the financing of exports without in 
any way tying up the banker’s money. He lends his credit. The exporter 
using this credit obligates himself to cover the amount of acceptance, 
generally three days before maturity. The credit standing of the drawee 
makes the paper readily discountable in the private market. The judg- 
ment of the market prevents excesses through inflating the acceptance 
credit. When there is too much acceptance paper outstanding against 
this or that acceptor, the market reacts. And the grantor of the credit 
naturally is careful not to do anything to shake the confidence of the 
market in himself. ; 

Money procured through acceptance credit costs the debtor after 
private discounting, a commission of one-fourth to one-half of 1 per 
cent. for three months, revenue stamps, and brokerage. The exact 
amount of the acceptance commission is regulated by the desirability of 
the acceptance as determined by the open discount market. Accommoda- 
tion through the account-current business is subjected to the official dis- 
count rate and affected by the bank’s state of liquid assets. When the 
private discount rate is exceptionally low, say below 3 per cent.. accept- 
ance credit is much cheaper for the exporter than the account-current 
accommodation. Otherwise both are about equal. 


THE GERMAN BANKS IN THE SERVICE OF Export TRADE. 


The aim of the German banking sy$tem with regard to foreign trade 
expansion was to assist the German export merchant in every way by 
facilitating export and providing food and employment for the domestic 
population, to develop the German colonies, to further German cable con- 
nections, to compete for a share in foreign loans, to found industrial 
enterprises abroad, to start and promote international commercial rela- 
tions, to strengthen German influence in foreign countries, to assist Ger- 
man shipping, to found banks in foreign countries, and last, but not least, 
to pursue a careful financial policy for the purpose of a financial pre- 
paredness in the case of war. 
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Lonc-TERM CREDITS A MENACE. 


_ Everywhere in Germany voices are heard against the undue exten- 
sion of long-term credits at home and abroad. In times of financial 
stringency, such as: prevailed in Germany during the Morocco contro- 
versy with France, the results of losses in credit dealings were plainly 
apparent. There is a certain element of peril in too liberal credit facilities. 


THE MERITS OF THE ENGLISH SYSTEM. 


The service in the English banks in the financing of foreign ship- 
ments, as outlined in the foregoing pages, is, on one hand more conserva- 
tive than that of the German banks for which the English system has 
served as a model, and, on the other hand, more thoroughgoing as assist- 
ing exporters of assured financial standing. There is not in the English 
system that extensive ramification of long-term industrial credit, partly 
due to the peculiarly intimate connection between banks and industrial 
enterprises which is characteristic of Germany. But the English banks 
for foreign trade have subdivided the export field in such businesslike 
fashion, honeycombing each section with branches, agencies, and cor- 
respondents, and through the undisputed position which London still 
maintains as the center of the financial transaction in international busi- 
ness, are so well placed to serve their clients that the English export 
trade cannot help but derive the utmost advantage therefrom. 

The English export merchants have been longer in the field than 
any of their competitors. The best among them maintain organizations in 
foreign markets which are unapproached by rivals of any other national- 
ity. The reliability of the English export merchants of the better class 
is a by-word in over-sea countries. 


ASPECTS OF THE Export CREDIT PROBLEM IN AMERICA. 


American manufacturers have been persistently criticized for indif- 
ference to the need of credit on the part of their foreign customers and 
their alleged lack of liberality contrasted with a more accommodating 
attitude of their British and German competitors. 

A careful inquiry both in Germany and in the United Kingdom has 
failed to reveal that the manufacturers of these nations are more willing 
or better prepared to grant long terms of credit to over-sea customers 
than American manufacturers. The export trade is in the hands of 
export merchants having establishments of their own in their particular 
spheres of activity over-sea. The business of these export merchants 
is largely financed by banks specially catering to this trade, and the need 
of buyers in those markets for credit accommodation (which need is 
indeed a real one) is met by the co-operation of banks at home and 
over-sea with the exporter and the buyer. A tendency to enter into 
direct business relations with foreign customers is to be sure, apparent 
both in Germany and in Great Britain, and manufacturers’ associations 
in both countries do their utmost to foster direct business, but in the 
bulk of the export trade done by both countries direct trade by manu- 
facturers, and particularly on a credit basis, is almost a negligible quantity, 
being confined, as far as the Germans are concerned, to sporadic efforts 
with the more staple sections of the export field, and as far as England 
is concerned, principally to the English colonies. 


MANUFACTURERS IN ALL COUNTRIES REQUIRE, QuicK RETURNS. 


In the case of these direct dealings with the export markets neither 
German nor British manufacturers are in a better position than the 
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American to carry on their books a number of foreign credit risks for 
lengthy periods. The manufacturer cannot tie up his capital in such 
transactions. He must have cash within a reasonable period of time 
after he ships the goods or he cannot keep on manufacturing. 

Of course, where the German or the British manufacturers find it 
necessary to extend long credit, both have at their disposal the same 
remarkably adequate machinery for financing foreign shipments as the 
export merchant, only that the exporter’s transactions with any one 
bank specializing in the trade with a certain section of the export field 
are bound to be far more important in volume than thosé of an indi- 
vidual manufacturer, and the merchant is better able to cater to foreign 
demand for credit. 


FoREIGN MANUFACTURERS RARELY GRANT LONG CREDITS OVER-SEA. 


On the whole the German manufacturer in shipping goods abroad 
direct, and to a much greater degree even the British manufacturer 
doing a similar business will refuse to grant long credits to foreign 
customers discriminately. Any reader of British consular reports will 
find that the British manufacturers are blamed as faithfully and regularly 
as the American manufacturer in the matter of restricted credit accom- 
modations to foreign customers. German manufacturers in recent years 
have met with severe losses in attempting to do a direct business in the 
Far East, particularly in Japan and China, and in other export markets, 
and regard the subject of foreign credits in a spirit of chastened reluct- 
ance. The entire system of long-term credits is being severely condemned. 
Prominent financiers caution the trade against it, and the tendency to 
restrict credits as far as possible is distinctly noticeable. 


THE Crepir MAN AND THE DoMmEsTIC RISK. 


The credit man also well realizes the fact that he can generally 
get into immediate touch with the customer; he can readily verify any 
excuse Offered by a customer asking for an extension of time, or he can 
take precautionary measures when overbuying is reported to him, and 
he can adjust credit to the risk’s ability to pay, to his relative prompt- 
ness in payments, and to any variations in the customer’s standing as 
reported to him by the agencies. Finally, if the customer fails to live 
up to his contracts, he can make use of the machinery of law for recovery, 
and he is intimately acquainted with all the workings of same. Even 
so, bad accounts are constantly encountered, and losses through fraud, 
bankruptcy, and other causes are by>no means uncommon. The credit 
man can guard himself against these as well, for there are companies 
which will indemnify against loss by bad accounts, for a nominal sum, 
providing credit has been extended with the observance of certain speci- 
' fied precautions. 

When dealing with foreign risks the domestic credit man is generally 
at sea. Unless he has made a special study of foreign credit conditions in 
various foreign markets, he deals with unknown quantities. He may not 
know how te obtain dependable credit information on the standing of 
foreign customers ; he may be unfamiliar with the means of safeguarding 
foreign accounts ; he may be unaware of the methods of keeping in touch 
with the fluctuations in his customer’s financial standing ; he may be at a 
loss when confronted with the necessity of collecting abroad. In short, 
all these elements of expert knowledge and ripe experience which con- 
stitutes his own value as a domestic credit man are lacking when he comes 
to deal with foreign credits. And conditions in almost every export mar- 


498 





ket are so different from those at home that the domestic credit man, 
if he is to pass efficiently on foreign credits, must acquire this lacking 
knowledge and experience, or employ a trained credit man for foreign 
work or, as frequently happens, turn over the task to the export manager 
who is naturally, in the first instance, a sales manager and not a credit 
man. 

What are the means for ascertaining the financial standing of a for- 
eign customer? These are two-fold in nature. First, there are those 
available at home, then there are those which are available in the locality 
of the foreign risk. 

The domestic sources for obtaining information on the standing of 
foreign customers are in their turn subdivided into three classes: Credit- 
inquiry offices proper, banks, American manufacturers supplying the 
customers with similar or with non-competing goods. 


Is THE AMERICAN MANUFACTURER AT A DISADVANTAGE ? 


The question whether the American manufacturer is or is not at a 
disadvantage in discounting his bills on foreign countries as compared 
with the German and the British manufacturers, is a difficult one to an- - 
swer by “yes” or “no.” When reference is made to individual trans- 
actions it will be found that an American manufacturer of standing will 
have no trouble in having his ordinary bills on most foreign countries 
discounted by American bankers, or the New York agents of foreign 
banks or he has the choice of sending his bill for collection to the banks 
located in foreign points, and it is apparent that in either case the cost of 
transaction to him is no greater than to the German or the British ship- 
pers. It is in the general system of financing foreign shipments, as de- 
scribed in the chapters on German and British methods, that the Euro- 
peans have the advantage. The elastic system which permits banks to 
accept bills drawn on them by their customers, who can have these bills 
re-discounted, the existence in Germany and in England of authoritative 
institutions laying down the discount and loan rates which automatically 
guide the entire banking system in its dealings with individual clients, and 
finally the presence of an open discount market which permits bankers to 
employ funds in the purchase of bankers’ and prime merchants’ bills and 
to re-discount same when cash funds are needed—these are among the 
principal aids to a freer system of financing the foreign business than 
that prevailing in the United States. In the United States paper dis- 
counted for a bank’s customers is held until maturity and is so much dead 
weight in the bank’s vault, the operations being, therefore, necessarily 
restricted; in fact, it is only because American bankers are able to dis- 
count bills purchased from American exporters in the foreign markets 
that they are at all in a position to negotiate such bills for their customers. 


TRAINED BANKERS FOR FoREIGN Work. 


An important step in the improvement of banking conditions 
would be the education of American bankers and bank employees 
along foreign department lines. There are few American-born foreign 
exchange experts. And if we had a suddenly established chain of 
foreign banks, there are but few young American bankers with a 
thorough knowledge of foreign conditions who could be placed in 
charge of same. The need of specializing in foreign banking cannot 
be too strongly urged upon those interested in training aspirants 
for banking positions. 


Nevertheless the entire system of financing American export 
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shipments, as distinct from the question of the discounting of individual 
drafts by manufacturers of standing, suffer in comparison with the 
German and British methods with regard to elasticity and scope, making 
it impossible for the American manufacturers to undertake the financing 
of foreign accounts on so large a‘scale as is done by German and British 
export merchants (and to a lesser degree by German and British manu- 
facturers), as the bankers under American conditions (lack of open dis- 
count market and bank acceptances) cannot co-operate with them to the 
same extent as the German and British banks co-operate with the export 
merchants and manufacturers of Germany and England. The lack of re- 


‘ discounting facilities necessarily restricts the service of American banks 


in this respect. 

The old-time rigid policy of “cash against documents” at the port 
of shipment is being more and more retired in favor of a rational liber- 
ality, and is now restricted mostly to novices in the export trade, manu- 
facturers without a foreign sales organization, and by occasional ex- 
porters, or else applies to certain lines which are by trade usage cash 
lines. 

The Argentine Republic is not a back number. We have down there 
a large wealthy organization known as the Jockey Club. Its income is 
about $80,000 a week. The Americans down there have quite a fair sized 
colony and we wanted to organize a boxing club. Some natives said 
they thought if we would apply to the Jockey Club, it would assist us 
financially. Their friends wrote a letter telling what a fine thing it 
would be to teach the Argentines how to box, and get them in the 
habit of using their fists instead of guns. The club readily assented 
and set aside $500 a month for twelve months for this purpose. One man 
said we could get money from Congress if we applied for it. Imagine 
what would happen here if Congress voted Cincinnati $10,000 to promote 
a boxing match! But they applied to Congress and got 10,000 pesos. 
Then I thought I would help the thing along, and I gave a prize of a little 
medal for welterweight contests. The natives all entered it. One man’s 
name was Axe—to anglicize it—the other man’s name was Peace. In 
other words Axe was going to finish with Peace. After three rounds Axe 
connected with Peace and Peace fell down and the referee began to 
count, and while he was counting Peace out, the game little fellow thought 
it was due to the members of the club to excuse himself, and he said: 
“Gentlemen, I desire to arise, but I cannot.” So I desire to thank you, 
but I cannot. (Great applause.) 


President Salisbury—The report of the Committee on Credit Co- 
operation will be presented by H. A. Beckers, of St. Louis, chairman. 


Report of Committee on Credit Co-operation 


To the Officers and Members of the National Association of Credit Men. 


Your Committee on Credit Co-operation has closed a very interest- 
ing year, and right at the start desires to record its conviction that in 
the development and protection of sound credits no more important 
department can be fostered than that of exchanging ledger experience 
upon systematic and proper lines. 

Reviewing the progress of commerce which has been mounting in‘o 


- such large figures during the past decade, it needs no argument that this 


splendid growth has been made possible by the soundness of credit and 
that sound credit has been made possible by co-operation and interde- 
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pendence between credit departments. A conscientious and reasonable 
employment of ledger interchange will more clearly indicate the unfit- 
ness Or unfairness of a buyer than will any other method of securing 
information. The cultivation of this exchange upon a reciprocal basis 
has tended to the elimination of undesirable and unsafe buyers, to the 
reduction of waste through insolvency and fraud, and therefore every 
safeguard should be thrown about the interchange system so that it may 
be kept free from every character of narrowness, unfairness and abuse. 

The element of reciprocity in interchange is fundamental. No in- 
formation should be asked unless the inquiry is accompanied by an 
accurate and faithful account of the inquirer’s experience or a statement 
that the inquiry is upon an initial order. Nothing so endangers the sys- 
tem as to have inquiries made for the purpose of order getting or to 
have the information used other than in a perfectly legitimate and hon- 
est manner to assist the inquirer in determining upon the acceptability of 
an order in hand or upon the treatment of an open account. 


If the interchange system is to become increasingly valuable its 
mviolability must be defended, and it is important therefore that inter- 
change be between credit departments. The mailing of inquiries by sales- 
men after the taking of‘an order or by any outside of the credit depart- 
ment where the acceptability of the order or account is to be determined 
upon, will lead to abuse and to the undermining of the entire system of 
ledger experience interchange. We deprecate any disposition to impose 
burdens upon the system by unnecessary requests or a disposition to 
make the system available for other than information of value in the 
extension of credits, or any disposition to inject into it any than the 
highest commercial ethics. 


Your committee records its belief in the rules for the governance of 
exchange of ledger experience approved at the Boston convention and 
urgently recommends that they be observed unvaryingly in the conduct 
of credit interchange. If your committee can so designate it, the sanc- 
tity of this interchange should be honored above all things, and nothing 
would prove more unworthy of a credit manager or credit grantor, or 
react more definitely against him than the discovery that he had revealed 
to the party inquired about the information he had secured, and the name 
of the party who had given it. Now and then, infrequently, we are 
glad to say, there drifts into the National office reports of such breaches 
of faith, but to the great credit of our work, its influence, education and 
ideals, such abuse of confidence would not only be severely penalized, 
but the perpetrator regarded as almost an outcast in the credit profes- 
sion. 

It will be observed that your committee passes on to the National 
Association and its succeeding committees a heritage of high order and 
a responsibility that must never be sacrificed or lost sight of if the bul- 
warks of commerce are to remain sound and extensive and complex 
credit granting is to continue. 


Acting upon a resolution adopted at the Boston convention your 
committee considered the standard inquiry form that has played a very 
important part in promoting credit interchange, and after conference and 
study was satisfied, that the form could be improved. Consequently, 
a new form was evolved, a copy of which is made part of this report. 
Immediately upon announcement the form became popular and is now 
extensively used. It may be necessary for succeeding committees to 
make some slight changes, but your committee believes that the form 
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should continue practically as adopted during the coming year and that 
its use by credit departments should be encouraged. 

The interest manifested upon the part of our local associations in 
Credit Exchange Bureaus has been observed with deep interest by your 
committee and every encouragement extended the strengthening and 
development of this interest. During the year Credit Exchange Bureaus 
were organized by several of our local associations, and in addition to 
this local interest your committee has very thoughtfully observed the 
development of interest in a national interchange among our Credit 
Exchange Bureaus. 

The Special Committee on Credit Exchange Bureaus authorized at 
the Boston convention and appointed by President Salisbury, met in con- 
ference at Niagara Falls, and after an extended discussion evolved a plan 
of interchange whose value is yet to be tested. 

Your committee has kept in close touch with the Special Committee 
on Credit Exchange Bureaus and granted to its work every possible 
co-operation and support. 

It is a first essential that national interchange should not prove bur- 
densome nor unnecessarily expensive. It ought to prove highly beneficial 
in a more scientific elimination of the unfit or undesirable merchant, and 
the National Association of Credit Men should encourage the test of any 
reasonable co-operative plan. 

It should be borne in mind that this department is not to be operated 
for profit but for the sole benefit of subscribing members, and we urge 
therefore every economy and possible simplicity in the evolution of a 
national interchange plan. 

The division of the country into zones is to be commended. The 
organization of these zones it will not be possible to effect this year, but 
perhaps five of the seven proposed will be organized and the coming year 
will test the organization plan in each of the zones, and permit the work- 
ing out and testing of the plan of interchange between the zones. The 
evolution of such a plan must be watched over carefully by the entire 
membership, every impression of its commercialism or profit making cor- 
rected, and the efforts of the association constantly respected by those 
availing themselves of the bureau service and those directing and super- 
vising the bureaus. 

The summing up of the year’s work would indicate promise and every 
reason is present to give encouragement and we heartily commend the 
unselfish dedication of our work to the promotion of credit co-operation 
and the exchange of ledger experience upon lines that may be free from 
selfishness or abuse. 


Your committee tenders the following resolutions: 


I 


“Resolved, By the National Association in convention assembled, that 
its belief is reaffirmed in the protection and development accorded sound 
credits through credit co-operation, in the importance of frank inter- 
change between credit departments, and it is here urged that every effort 
be devoted to their further cultivation by insisting upon genuine reciproc- 
ity and a freedom from imposition and abuse. 


II 


“Resolved, That the ‘Standard Credit Inquiry Form’ prepared and 
recommended by the Committee on Credit Co-operation be endorsed and 
that its use by credit departments in every reasonable way be cultivated. 
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III 


“Resolved, That local associations be urged to consider the importance 
and value of operating Credit Exchange Bureaus and wherever such 
bureau is not at present organized and operated, the local membership 
be encouraged to establish such department. 


IV 


“Resolved, That close supervision in the operation of Credit Ex- 
change Bureaus by local committees be directly asked and expected so that 
their service may be protective and their operation free from any justi- 
fiable criticism. 

V. 


“Resolved, That national interchange between Credit Exchange 
Bureaus be promoted and every opportunity given to the development of 
a reasonable and economic plan for effecting this interchange.” 

Respectfully submitted, 


A. A. MAyNeE, 

J. S. STEWART. 

K. T. GREEN. 

F. L. SturDEVANT. 

H. A. Beckers, Chairman. 


Toward the conclusion of the report Mr. Beckers said: I have a 
few slides showing the forms needed in assembling and reporting the 
information that was received in the Gulf Zone. I believe all will be 
greatly interested in them. (Slides shown.) 

The first slide presents a report that is assembled. This is the report 
that is assembled in the office making the inquiry and is sent out not only 
to members of the local associations who contribute to the report, but is 
sent to all the bureaus contributing to the report. So that the members of 
the Gulf Zone will get information from St. Louis, New Orleans, Memphis 
Birmingham and Dallas; and I understand Nashville wants to come in 
with us, and Montgomery, and no doubt Kansas City and St. Joseph. 
So that we are to have a very comprehensive zone in a short time. 
(Applause. ) 

You will notice a column is provided in which to show the amount 
owing on the account. Next is a column showing the amounts passed 
due. Then there is the third column showing the amounts on first 
orders. 

These columns are footed up and not only the totals of the present 
report, but the totals of the previous report are given, thus showing 
whether or not the party is going backward or forward. It also shows 
you at a glance and gives you the information that you could obtain 
otherwise, no doubt, but how much better it is to have it gathered for 
you, at less expense, less time and trouble on your part, and have it all 
printed before you in one item, where you can review your problem 
in all various bearings? 

The next slide is the inquiry form. It merely shows the ticket 
sent into the bureau when information is wanted on a certain customer. 
The manner of payments is given by numbers, showing how the party 
pays his accounts. These numbers are checked by the credit man and 
sent back on a reply ticket or sent out to the different members of the 
bureau to get that information checked out on the reply ticket; and 
when they are all assembled they are all copied on the reporting ticket 
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shown heretofore. In this way you can get in a condensed form all 
information desired with very much less work. 

The reply ticket is the same as the inquiry ticket, but with a little 
change in the type of the form. 

I want you to see the advantages of the reporting system, in the 
hope that the incoming committee can enlist the interchange bureaus 
throughout the country to the end that the reporting system may be 
adopted as soon as possible. I am satisfied if you will make inquiries 
from the incoming committee, or from the secretary’s office, that you 








ARTHUR PARSONS 
Z. C. M. I., Salt Lake City, Utah 
Director 


will get all the information desired concerning the operation of this 
bureau; and I am also further satisfied that you will find it very much 
more satisfactory than any other system that could be adopted. 

In recommending this system we are not recommending an experi- 
ment. It has been tried out by two bureaus and has worked out satis- 
factorily and successfully. 


The resolutions were then read by the secretary as embodied in the 
report. 
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Chairman Beckers then moved the adoption of the resolutions and 
the motion was seconded. 

. President Salisbury—The discussion on the report will be led 
by K. T. Green, of St. Joseph, and L. C. Sadd, of Pittsburgh. After 
having finished their discussion it is requested that those who have 
opinions to express, bring forth their arguments either for or against, 
not only the resolutions, but, if they will, upon the report made by 
the committee, and get a full and complete idea of the wishes and 
desires of the convention. The resolutions will not be placed before 


you for voting until after the discussion on the general resolutions has 
been ended. 


K. T. Green—I am under a little embarrassment in this matter, as 
I seem to be the first man picked out to shoot at. The new order of 
things, I thought, would strike some other man before it struck me. 


However, it may be that our secretary has put this report first 
on the program on account of its relative importance. Coming through 
Indiana yesterday, I noticed a little explanation of an advertisement 
which I believe will apply to the work of the committee. It was this: 
“We made: it good; its friends made it famous.” Now, if credit co- 
operation ever amounts to anything as a part of the National Associa- 
tion of Credit Men, it must be heartily entered into by every member 
of the Association, not by a few, and then a half-hearted co-operation 
by the rest of us. As expressed by one of the members of the St. 
Joseph association recently, the theory is fine. He said: “There is not 
an argument that you can put up that cannot be answered satisfactorily 
in favor of credit co-operation. However, the working out of the detail 
is another matter.” . 

I do not know whether the National Association intends to go ahead 
with the thought of securing its own information or whether it intends 
to co-operate with some other organization. I do not know whether this 
question has come to others among you, but in St. Joseph it has come 
directly to us. Some organized bureaus have even asked us to co- 
operate with them. Now, if the National Association expects to win 
out in this thing, I believe we must decide first whether we are 
going to support it, and go out independently and gather our own infor- 
mation, or co-operate with others. We must decide on some definite 
policy first. 

I think that Mr. Tregoe should have an assistant, whose duty it shall 
be to superintend this work. I believe there are a number of organiza- 
tions which have the theory perhaps in their minds, and that is as far 
as they have gotten, and as far as they ever will get unless we have some 
one who has ability and the time to devote to the work. The detail is 
almost endless. I believe we will all agree that we must have a starting 
point. In St. Joseph we started filing lists of customers, but after one 
year’s use we found we must go to the tabulated report in order to get 
the results; and we have so taken action in our association. From 
now on we intend to tabulate our information and file it with our secre: 
tary, who in turn will give it out to these other bureaus when they are 
ready to ask for it and we are ready to have it, in such a way that they 
will appreciate it when they get it. 


There is one very great difficulty, and that is after you get your in- 
formation you do not know whether it is reliable; you do not know 
whether it is complete; and when you have it in hand I believe that any 
information on which we base credit should be of such a reliable nature 
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that we can intelligently pass on it and be fair, not only to ourselves, 
but to the man whose order we have in hand, 

We realize that business expenses are increasing, that our profits 
are growing less each year; and I would like to term the dividend that 
might be derived from the credit man’s desk through this kind of 
work, through this kind of co-operation, as the by-product of the credit 
man’s desk. I believe that it will produce a dividend at the end of the 
year which will be amazing to us when we make up our balance sheet. 

I am glad to note that the work of the committee has been appre- 
ciated to this extent that the inquiry form is being used liberally. 
( Applause. ) 

President Salisbury—I presume those who lead these discussions 
are aware that they are allowed three minutes in which to present their 
argument. Mr. Green evidently understood that, because he got under 
the wire in about three minutes and twenty seconds. 

L. C. Sadd, Pittsburgh—The Committee on Credit Co-operation to 
whose report we have listened, was an offshoot of the Mercantile 
Agency Committee, the change being made at New Orleans in 1910. | 
believe that the officers of our Association and this committee have 
reason to be gratified with the work that has been accomplished along 
the lines that they have suggested. 

We have here present, approximately a thousand or so members. 
With a membership of 17,201, we have here 5 to 6 per cent. of our 
membership. Now, the repori of these meetings as published in the 
BULLETIN goes to the other 94 or 95 per cent. and I dare say that a large 
part of them read the BuLLETIN. For a number of years I planned to 
come to these conventions before I succeeded in getting to one; and 
at the time of the publication of the convention number of our Bul- 
LETIN, I always take great pleasure in reading the proceedings, con- 
sidering it one of the most valuable sources of information that comes 
to the desk of any man who has to do with the granting of credits. 
It is important for us to remember, that we are only 5 per cent. of 
the men who are benefiting by these reports and the very splendid 
addresses presented before these conventions. 


With respect to keeping our work on a reciprocal basis, let me 
say that a great many of the credit inquiry forms that come into our 
offices do not give such information as we ourselves are asking for. 
I have always thought that the reason for this was that the form lays 
more emphasis on the getting of the information than on the giving 
of it; and during the past year I have adopted a report differing from 
that suggested by the committee, in which I use the face of the form 
for the information I give the man»to whom I am mailing my request 
for information and on the reverse side are reported the cardinal ques- 
tions for drawing out the kind of information I need. After reading 
my experience he turns the form over and writes his reply on the re- 
verse side. He keeps the original of my report and I have the original 
of his as also his carbon copy. The objectionable feature in the national 
proposition is that it necessitates the printing of the name of the mem- 
ber on both sides of the form. But I have a feeling that if my plan 
were adopted it would overcome the abuse of the trade inquiring sys- 
tem, because it is an abuse when you receive an inquiry which does not 
give you a man’s experience. 

In 1910 when Mr. Mayer was chairman of this Mercantile Agency 
and Credit Co-operation Committee, he submitted in his report a list 
of the exchange bureaus of the country and how they operated. Pitts- 
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burgh fs in the recently formed central zone territory. There are eleven 
bureaus in that zone, including those at Buffalo, Lexington, Indianapolis, 
Cincinnati, Columbus, New Castle and Youngstown. We are working 
principally on the basis of exchanging names rather than the tabulation 
of reports. 

Pittsburgh to-day stands ready to exchange information with any 
zone or any credit exchange bureau. I have been asked concerning her 
attitude in this matter several times since my arrival and was surprised, 
because I thought our attitude was generally known. We will fur- 
nish any information that we have on record so far as the names of 
the people selling the debtor are of record in the office. We have one 
hundred and sixty members of the Pittsburgh association, who are also 
members of the exchange bureau ; our bureau is conducted on the card sys- 
tem, and we are strong for the card system; .and we feel that the tabu- 
lating system is a mistake for it involves too much detail. 

It is rather expensive operating an exchange bureau, as some of 
you know—especially when you have an organization capable of doing 
intelligent work such as we have in Pittsburgh. 

Here is the outline of it: The charge for the service is $25; which 
means unlimited service; when a subscriber joins the bureau he gives 
the list of his customers and as new customers are taken on, these are 
recorded, the whole being tabulated on cards. The members of the 
bureau are assigned numbers. We have over a million references in 
our files, and these are open to any exchange bureau inquiring for the 
information, and it is furnished free of charge. 


President Salisbury—The question before you is upon the adoption 
of the resolutions. Do you wish to vote upon them separately? 

James McQueeney, Kansas City—From the remarks I conclude 
there is a difference of opinion as to the best system to use in conduct- 
ing exchange bureau work. Therefore I beg to offer the following 
resolution : 

“Resolved, That the adopting of the assembling system as well as 
the use of uniform blanks be recommended to all associations having 
credit exchange bureaus, or which contemplate the establishment of such 
bureaus.” 

President Salisbury—lI believe that it is quite impossible for this con- 
vention to determine or to decide for any association just what system 
it shall use. 

Mr. McQueeney—We ask in this resolution only that the National As- 
sociation recommend the assembling system. We believe that system is 
the better. 


President Salisbury—It seems to me the resolution offered does not 
conflict with the committee’s resolution now before us, and I think it 
better that we vote on the resolutions one to five, and let this, if you 
wish, be numbered six. 

Isaac Petersberger, Davenport—There is one phase of the report 
that I want to call attention to, a phase that is not touched upon in the 
resolutions, though in my opinion as a member of the Association and as 
a secretary of an affiliated branch and as a lawyer of some six- 
teen years experience in handling these matters, it is of vital importance. 
I refer to the following statement taken from the committee’s report: 

“Now and then, infrequently we are glad to say, there drifts into the 
National office reports of such breaches of faith, but to the credit.of our 
work, its influence, education and ideals, such abuse of confidence would 
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not only be severely penalized, but the perpetrator regarded’ as ar 
out-cast in the credit profession.” 

In order to get frank information there must be some protection. 
Your report says: 

“Such perpetrators are to be severely penalized.” 

But nowhere is there a resolution showing how they are to be pen- 
alized ; and I think something of that kind should be incorporated. The 
situated is plain; the fact is that breaches of faith exist, and you cannot 
expect frankness except by some method of penalization, and I would 
be glad to see a resolution covering such a point adopted. 

President Salisbury—Do you desire to offer such resolution? 

Mr, Petersberger—No. 

George K. Smith, New Orleans—In my opinion the committee’s 
resolutions should be voted on separately. We ought not to handle them 
all at one time. 

President Salisbury—That will be done. The secretary will read the 
resolutions. 

Secretary Tregoe then read resolutions 1 and 2 which were adopted 
without debate. 

The secretary then read the resolution 3 as. follows: 


“Resolved, That local associations be urged to consider the import- 
ance and value of operating Credit Exchange Bureaus and wherever such 
bureau is not at present organized and operated, the local membership 
be encouraged to establish such department.” 


T. J. Bartlette, New Orleans—I move to insert after the word 
“credit exchange bureaus” the following: “In connection with the adjust- 
ment bureau in order to afford a fund from which this credit exchange 
bureau may be supported, because the experience of those associations 
which have tried it is that one is necessary to support the other.” 

Seconded by A. C. Carpenter, of New Orleans. 

R. D. Wilson, Omaha—It seems to me it is not necessary to adopt 
an amendment such as is offered. In Omaha we are establishing a 
credit exchange bureau. We do not have an adjustment bureau in 
connection with it. It did not seem necessary for us to organize an ad- 
justment bureau—we could not do it. We do not want anything passed 
that will make it impossible for us to establish an exchange bureau. 

Mr. Bartlette—I withdraw my amendment. 

Mr. Carpenter—I consent to the withdrawal of the amendment. 

Resolution number three was then adopted as presented by the 
comnuittee. 

Secretary Tregoe then read the fourth of the committee’s resolu- 
tions, which was adopted by unanimous affirmative vote. 

The secretary then read resolution No. 5 as follows: 

“Resolved, That national interchange between Credit Exchange 


Bureaus be promoted and every opportunity given to the development 
of a reasonable and economic plan for effecting this interchange.” 


C. B. Cranston, Columbus—Is it the intention of this resolution to 
establish a National Bureau of Interchange? 

H. A. Beckers—Not at least for the present. The nationa! 
interchange is affected through the co-operation: and formation of 
zones. The special committee appointed at the last convention a! 
Boston, met at Niagara Falls and formulated zones covering those 
sections of the country that had mutual interests, and the interchange 
between those zones was effected during the year, but, of course, not 
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in a way to prohibit one bureau from acting interchangeably through 
another bureau outside of its own zone. That could be effected between 
the bureaus. 
Motion made, seconded and unanimously carried adopting the resolu- 
tion. 
Secretary Tregoe—The special resolution offered by Mr. McQueeney 
and seconded by Mr. Munroe of St. Louis, is as follows: 
“Resolved, That the adoption of the assembling system as well as 
the use of uniform blanks be recommended to all associations having 


credit exchange bureaus or that contemplate the establishment of the 
same.” 


Unanimously adopted. 
Report of committee unanimously adopted. 


President Salisbury—We shall now listen to an address on “Friendly 
Adjustments,” by B. K. Knapp, Portland, Oregon. 


Friendly Adjustments 
AppreEss BY B. K. Knapp, PorTLAND, OREGON. 


When, as president of the Portland Association of Credit Men, | 
first received the letter from our good secretary, Mr. Tregoe, confer- 
ring upon Portland the honor of furnishing a speaker to address this 
convention upon the subject of “Friendly Adjustment of Involved 
Estates,’ I thought a mistake had been made by the stenographer and 
that we had received the letter intended for Philadelphia; for it would 
seem most natural to look to Philadelphia, the “City of Friends” for a 
speaker on “Friendly Adjustments,” instead of to the extreme west, where 
every man is popularly supposed to be a little lop-sided from constantly 
carrying a gun, with which to his own adjusting. (Laughter.) 

But after conferring with my cabinet—the chairmen of the various 
standing committees—and by the way they are a bunch of splendid able 
men, none of whom has had to wait seventeen years to get into a cabinet 
either—we finally decided that no mistake had been made, for on look- 
ing into the matter we found that the West appeared to be more friendly 
than the East to the system of adjusting amicably involved estates, for 
there are more adjustment bureaus connected with out Association west 
of the Mississippi river than east of it. 

At the outset of my talk I wish to state that the whole matter rests 
upon two fundamental premises or propositions: 

First: Involved estates and their necessary adjustment in some 
manner, form a condition that is, always was, and always is to be, co- 
existent with commerce and trade. 

Second: The adjustment in some manner of an involved estate is 
necessarily a matter of law—either statutory law, or common law, and 
the common law, in its simplest terms, is merely common sense. 

As to the first premise, there is no argument whatever, for no one 
will deny that business.failures form a constant problem, one that will 
always be with us in some degree. 

As to the second proposition, no one can successfully contend that 
the adjustment of involved estates is not a matter of law, for man is a 
gregarious being, continually subject to law in some form or other, and 
any adjustment or settlement involving a number of men must necessarily 


be conducted according to some well defined law, rule, regulation or 
custom. 
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Therefore, there appears to be no argument whatever in this ques- 
tion, except as to the best manner of proceeding with the adjustment of 
an involved estate. Whether it shall be conducted according to statutory 
law, in the bankruptcy court, with all of the “law’s delays,” and the 
tedious and expensive unwinding of red tape and the consequent attenua- 
tion of dividends, or according to the common law, or in other words 
the law of common sense. 

Let us then consider some of the reasons for and against the friendly 
adjustment of involved estates, as opposed to the court of bankruptcy 
method. ; 

There are three reasons of major importance why the friendly 
method is best: First, it is quicker; second, it is cheaper; and third, the 
dividends accruing to the creditors are very much larger. 

The federal bankruptcy law and nearly all of the state laws con- 
cerning bankruptcy and assignments, provide that claims may be filed 
and proven for one year after the adjudication of bankruptcy. While 
it is the theory of the federal bankruptcy law that it shall provide an 
adequate and speedy method of settling the debtor’s involved estate, 
yet it is impossible to close up the matter finally and definitely in less 
than a year and it sometimes takes several years. The attitude of the 
court is entirely impersonal; the observance of the law is its first con- 
cern, and it makes little difference to the various officers whether the af- 
fair is finished quickly or not. 

The friendly adjustment is much cheaper. In these days of striving 
for low costs the cheaper method of two, which are equally effective is 
much to be preferred. And in the adjustment of an involved estate the 
‘ereditors pay all the cost themselves. The debtor can not pay it of 
course. It must be paid, therefore, it is paid by the creditors. In many 
bankruptcy cases involving assets of a total net cash value of two or 
three hundred dollars the assets are entirely consumed by the expenses 
of administration. The multiplicity of fees and commissions in many 
cases is enormous. The average cost to creditors on dividends recovered 
in bankruptcy proceedings throughout the United States, so far as | 
have been able to learn from many sources of information is 14.2 per 
cent., a heavier charge than the ordinary collection agency makes. On 
the other hand the average cost to creditors on dividends obtained in 
friendly adjustments (and in the preparation of this address I wrote to 
every adjustment bureau in the United States operating in conjunction 
with the National Association of Credit Men) is 7 per cent.; less than 
half the cost-in bankruptcy; and in the adjustment bureau with which 
I am connected in Portland, the commission charged on dividends to our 
members in friendly adjustments is two per cent. and to non-members 
four per cent. : 

Now as to the dividends I realize that different conditions obtaining 
in widely separated parts of the country make a difference in the amount 
of dividends recovered. Also the varying conditions under which busi- 
ness failures occur cause the dividends to range all the way from one to 
one hundred per cent. No particular case and no particular city can, 
therefore, properly be taken for a criterion. But in searching for data 
on this subject I asked for information from forty-nine adjustment 
bureaus in every part of the United States, and this information covers 
a period of from two to eight years. I have also had before me the 
annual report of the Adjustment Bureau Committee of the National Asso- 
ciation, rendered June Ist, 1912, and an analysis of it shows that it agrees 
exactly with the figures I obtained independently. From all these figures 
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I learned that the average dividend paid in bankruptcy proceedings, em- 
bracing the whole United States, is 22.6, while the average dividend re- 
covered in friendly adjustments in the same period and territory is 54.3 
er cent, ; 

’ So you see that from the broadest and fairest viewpoint the friendly 
adjustment costs less than half as much as the court method and yields 
more than twice the returns. I have known of friendly adjustments being 
entirely consummated and closed in the space of a month or two, and in 
one small case I have in mind it was done in six days. No such result is 
possible in bankruptcy. In the friendly adjustment the debtor is more 
quickly restored to his status quo. He is soon restored to his place as a 
value producing factor in the community, and he more quickly becomes an 
asset instead of a liability to his commonwealth. The available money is 
more quickly restored to the creditors to whom it belongs and they are 
able to turn it again and again while they would be waiting for it in 
bankruptcy proceedings. And the more quickly such a matter is settled 
the less danger there is of the assets being diminished through the vicis- 
situdes of time and fortune attending upon great delays. 

Of course, there are two sides to every question. I have presented 
but one side, but I now wish to present the other side just to show how 
little it amounts to. 

There are three objections raised to the friendly adjustment. It is 
said that it provides no automatic discharge of the debtor from his 
obligations; and that there is danger of a claim being overlooked or not 
filed until after the settlement is made and the proceeds. distributed. 
Also that fraud can be discovered and punished to greater advantage in 
bankruptcy proceedings. 

The last objection is the only one having any merit whatever. It is 
true that if there is fraud in the failure the proper place for the settle- 
ment of the matter is in the United States bankruptcy court, for Uncle 
Sam is a good ally of the credit man in his relentless war against com- 
mercial fraud. But how many business failures are really fraudulent? 
Very few indeed. Often we hear the careless credit grantor cry Fraud! 
Fraud! But those most experienced in the adjustment of business 
failures know that only a very low number compared with the aggregate 
are really fraudulent. And when fraud is really present every one will 
concede that the bankruptcy court is the place to adjust the matter. 

As to the other objections, the friendly adjustment does afford a 
discharge of the debtor, which may be more complete than any afforded 
by the court. For when the failure is an honest one there is no rea- 
son why the debtor should not be fully discharged if he asks for it. 
And in all well-conducted bureaus when the debtor asks for a complete 
discharge, and the creditors agree that he would be entitled to it under 
the law, they all sign an agreement to give him a complete release; 
and this release can be made to discharge him from such debts as the 
law cannot cancel. 

Then, it very very rarely happens that a claim is overlooked or is 
not filed in time to participate in the distribution. I have known of a 
few instances; and in every one it was scarcely any trouble to get the 
other creditors to repay enough to make up the dividend to the dilatory 
creditor. In fact, experience shows that a fund maintained by a levy 
of say one-twentieth to one-tenth of one per cent. of all dividends paid 
hy a bureau will cover all such cases. 


It is therefore apparent that the objections to friendly adjustments 
are so unimportant that they only serve to magnify the importance of 


SII 





the friendly method. Indeed, the tendency of the times is toward that 
very end. There was a time when debtors were imprisoned. We have 
made great progress since that-time. May we not correctly infer that 
we will make greater progress in the future. Some states have already 
established what are called “Lawyerless Courts.” We have wireless tele- 
graph, horseless carriages, smokeless powder and girlless telephones ; why 
not lawyerless courts? This is so true and is such simple common sense 
that you have to laugh at the very simplicity of it; but it is already a fact, 
(Applause. ) 

The friendly adjustment, administered and conducted by 
commercial men, versed in commercial law and trained and experienced 
in their work, is as far superior to the cumbersome, slow and expensive 
court procedure, as the rest of our twentieth century methods and appli- 
ances are superior to those of the time of Nero. (Great Applause.) 


President Salisbury—The next in order is the reading of the report 
of the Legislative Committee. This report will be read, in the absence of 
the committee chairman, H. E. Smith, by E. S. Boteler, of New York. 

Mr. Boteler then read the report of the committee. 


Report of Legislative Committee 


To the Officers and Members of the National Association of Credit Men. 


Your Legislative Committee has had an unusual year and presents 
a report which well indicates the progress of our educative efforts in 
sound commercial legislation and the advance we are making for the bet- 
ter protection of the interests alike of debtor and creditor. 

Our inheritance from the “Mother Country,” the “Common Law,” 
was not a commercial code and its defense of personal freedom tended 
to embarrassment and frequently to insurmountable difficulties in the 
prosecution of fraud as related to commerce. 

The difficult procedure under the common law or related statutory 
law led with injurious frequency to the abandonment of effort to prose- 
cute fraud, the main difficulty being that the burden of proof was 
entirely upon the complainant. That commercial fraud has persistently 
gone on despite the development of sound business ethics is in a large 
measure due to the difficulties of effectual prosecution, and since its incep- 
tion the National Association of Credit Men has endeavored to create a 
demand for and place upon the statute books of the states simple com- 
mercial legislation which would tend more directly to the prevention and 
correction of commercial fraud and to the wise defense of the credit 
machinery. z 

Your committee suggests that in future efforts for commercial legis- 
lation there be observed great discrimination in preparing and recom- 
mending commercial acts for our work would be retarded and its influ- 
ence injured were our efforts directed to what is not clearly necessary 
and the acts we recommend were not simple and impartially protective. 

The Bulk Sales Act is one of the very best demonstrations of the 
work we are trying to do in commercial legislation. Its value has been 
proved frequently, and your committee is pleased to report that during the 
current year such a statute has been enacted in Arkansas, Illinois, Mis- 
souri, Ohio and South Dakota, there remaining but one state without the 
statute—Kansas. 

We cannot express too highly our appreciation and congratulations 
for the work done by our co-workers in the legislative work of Illinois, 
Ohio and Missouri, by our legislative representative in Arkansas and the 


512 





Memphis committee which assisted him and by representatives from Min- 
neapolis, St. Paul and Omaha, who assisted the business men of Sioux 
Falls and Aberdeen in enacting the South Dakota bulk sales statute. 

No effort was better planned or more faithfully carried through 
than that of the Wichita association to enact the Bulk Sales Law in Kan- 
sas. Opposition, however, was insurmountable and the act failed. 

There were passed either substitute or amendatory Bulk Sales Acts 
in the following states: Louisiana, North Dakota, Washington, Oregon 
and Wisconsin, It has been found that a bulk sales act modelled upon 
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the Michigan statute in which the transfer of goods contrary to the terms 
of the statute is conclusive rather than presumptive evidence of fraud, 
and the goods illegally transferred a trust in the hands of the vendee for 
the benefit of the vendor’s creditors, is more protective than some of the 
older statutes. This is what led to the substitute or amendatory Bulk 
Sales Acts passed in the states reported. We recommend that efforts be 
continued to amend the older statutes to conform with the Michigan 
statute. 

The Wyoming Bulk Sales Law was wifavorably amended without 
the knowledge of your committee. 
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The False Statement Act has not been put to any severe test as yet, 
but it was drawn with so great care that your committee has no doubt 
its necessity will be recognized by the courts, and efforts should be con- 
tinued for its uniform adoption in all the states. The fear is sometimes 
entertained that this statute will operate against the giving of financial 
statements, but your committee believes that this fear is not well founded 
and that it is of the greatest importance that the seeker of credit should 
respect the statement he voluntarily tenders or furnishes upon request. 
As the correctness of such statement is guarded and required by the 
False Statement Act there is developed a character of information and 
support to credit of undoubted value. 3 

We added during the year to the list of states which previously 
enacted the False Statement Law, the following: Indiana, Louisiana, 
Delaware, Maine, Utah, Vermont, Pennsylvania and California. 

The enactment of this law must be acknowledged as the result of 
thoroughly unselfish effort on the part of our legislative representatives. 
In two states, Delaware and Maine, the work was directly done by 
individual members. 

We cannot neglect an expression of appreciation for the work of 
our legislative representatives in those states where the act failed of 
passager In each case the failure was due to the complexion of the legis- 
lature or to political conditions which did not allow sufficient time to give 
the act due consideration. This was especially the case in Montana, 
Minnesota, Nebraska, Idaho, North Carolina, South Carolina, Iowa, 
Oklahoma, Texas, West Virginia and New Hampshire. 

The Bad Check Law was passed in Indiana and Utah; the Fake 
Advertising Law in Connecticut and Utah, and the law regulating col- 
lection agencies in Utah; a Fire Marshal’s Bill in Indiana and Georgia. 


In addition there were passed in Oregon, Utah and Minnesota 
statutes of local significance and value which were offered and promoted 
by our legislative representatives and associations in those states. 

Our Tennesee associations acted entirely upon the defense and did 
not offer any constructive legislation. This position upon their part 
saved Tennessee from Several statutes which would have, seriously 
injured the business interests of the state. 


Your committee is satisfied that a list of seventeen states where our 
standard acts were this year passed, all as a result of the most 
unselfish and energetic work upon the part of our local associations and 
individual members, makes a record calling for genuine pride in the Asso- 
ciation. Your committee could take individual instances where time and 
effort were devoted to the promotion’of this work at great personal cost; 
it is not necessary, however, to relate individual instances. The work 
speaks for itself and no one contributing to the result but will have an 
inward satisfaction in having taken part in erecting new bulwarks to 
commerce and throwing stronger defenses around credits. 

We feel it incumbent upon us to mention that the Utah association 
in having passed seven acts embracing four of our standard statutes 
is to be especially commended, yet the spirit exhibited by the Utah asso- 
ciation was apparent in almost every state whether success or failure 
attended the effort. 

We can not be too hopeful of the future in the protection which 
legislation is to give credits if there continues to be demonstrated that 
loyalty to sound business and the protective work of the National Asso- 
ciation of Credit Men which was so apparent this year. It is our sincere 
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hope that the Association’s work will continue on that high plane such 
that the loyalty of its members may be always expected. 

Your committee has noted with concern that in several states there 
was an attitude of hostility to commercial legislation of any character. 
Inasmuch as the welfare of the nation is bound up in its commercial 
progress such attitude is directly against the public welfare and every 
effort should be directed to its correction. We presume a change of attitude 
can best be secured through commercial education, and it is incumbent 
upon the National Association of Credit Men to demand the education 
of our youth in sound commercial principles so that the generations to 
come may not be misguided or be found lacking in a proper appreciation 
of what will assure the nation’s progress. 


Your committee begs to offer the following resolutions: 


I 


“Resolved, That the thanks and congratulations of the National 
Association of Credit Men be tendered to all its legislative representatives 
and the members of its local associations who with much unselfish 
devotion contributed to the legislative achievements of the year and that 
there be included in this thought those who gave of their time and effort 
and the same degree of unselfishness and yet failed of success. 


II 


“Resolved: That unanimity of action be urged and fostered for com- 
mercial legislation among the members in those states where there are 
two or more local associations, and that wherever feasible there be organ- 
ized in such states a joint legislative committee for the direct purpose 
of proposing and promoting the passage of our standard commercial acts. 


III 


“Resolved, That there be considered by the officers and directors of 
the National Association some plan that may be effectual in bringing 
about the education of our youth in the importance and needs of com- 


merce so that hostility to sound commercial legislation may be gradually 
eliminated. IV 


“Resolved, That the legislative work of the National Association of 
Credit Men be pushed earnestly in the future as in the past and that the 
incoming Legislative Committee continue to recommend the passage of 
the Association’s standard acts, keeping in mind the advantage of their 
uniform adoption, so far as is possible, throughout the states. 

Respectfully submitted, 


H. E. Situ, Chairman.” 


Mr. Boteler—I move the adoption of the resolutions presented by the 
committee. Seconded. 


President Salisbury—The opening of the discussion of this report 
will be by Arthur Parsons, of Salt Lake City, and B. G. Watson, of 
Columbus. 

Max Silberberg, Cincinnati—I wish to say that Ohio has placed upon 
her statute books at last a fake advertising law. I therefore move to 
insert the word “Ohio” after the word “Connecticut.” (Applause.) 

President Salisbury—The committee will be glad to do that. 

Arthur Parsons—So much has already been said in appreciation of 
the labors of the Legislative Committee of the last year, as also of those 
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who have labored so assiduously in the local associations, that I am 
almost at a loss to know what I[ can.say by way of opening this dis- 
cussion. 

The report presented to us is a magnificent and wonderful one 
when we consider the amount of work that has been accomplished in 
the various local organizations throughout the United States. [am sure 
that much of our success has come from the fact of the popularity and 
prestige of our National Association. 

In our own state we were successful in obtaining the passage of 
seven measures. We got our measures prepared early in the season, 
and as soon as we could obtain a roster of the two houses comprising 
the local legislature, we presented our bills to each member individually, 
together with a letter recommending that each consider these measures 
and have them referred to their proper committees. We found a num- 
ber of friends quite willing to help us by introducing the bills which 
were referred to the proper committees. 

Then we took up our labors with the committees and succeeded in 
convincing them that we were laboring in connection with the National 
Association of Credit Men. We appealed to their pride and to their 
patriotism that Utah should not be left behind so far as sound business 
measures were concerned; but that she should stand with the rest of the 
states which were seeking good commercial legislation. 

At the same time being intimately acquainted with the governor of 
the state, our committee informed him of the bills that would be intro- 
duced, giving him full information regarding them; and he asked us 
for a list of them and assured us that if they passed the two houses 
they would receive executive sanction. And so we succeeded, by virtue 
of the prestige and influence of the National Association and the little 
influence which we as a local association had attained, in getting our 
measures through with comparatively small trouble. 

It is true that this year we had no great questions coming up in 
our legislation, such as questions of prohibition, redistribution or any- 
thing of that kind, which in former years had overshadowed everything 
and cast commercial legislation to one side; but we feel very proud that 
we were able to join the other states which have been so successful in 
procuring commercial legislation. 

We sympathize with Kansas in being the only state that has not a 
bulk sales law, but we feel satisfied that they will have it sooner or 
later. Our bulk sales law is one that we all feel very proud of, yet we 
find that it is still an imperfect law.. Already some creditors of doubt- 
ful reputation are undertaking to sell out their stock at twenty-five or 
thirty cents on the dollar, and comply with the law by giving notice to 
their creditors; and it is a difficult matter to know just how to handle 
such cases. It is a new difficulty arising out of a new situation which we 
shall have to meet later on. If we may take success that has attended 
our efforts during the past year in obtaining commercial legislation as 
an earnest of what is to come, there is no knowing how much we may 
accomplish, if we keep up persistently the efforts we are making. (Great 
applause. ) 


President Salisbury—I will call on B. G. Watson, of Columbus. 

Mr. Watson—I have read with a great deal of pleasure and interest, 
the report of the Legislative Committee of this Association, and I want 
to congratulate the chairman and each member of the committee on the 
most excellent results which been obtained throughout the United States 
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during the past year. The report is clear, concise and full and the recom- 
mendations of the committee and the resolutions offered, merit adoption. 
In my opinion, the legislative work of this Association is the most es- 
sential branch of the Association’s activities. 

The record which has been made is best attested by the fact that we 
now have a Bulk Sales Act in every state, except Kansas. I should like 
to move to make it unanimous next year, and know that every effort 
will be forthcoming in order that we may do so. 

I want to emphasize for just a moment, two features of the report. 
I heartily approve of the co-operative work of the various associations 
within each state through the medium of a legislative board, so that 
only the most important measures may be offered, and when offered, 
that they may have the unanimous support of the entire membership of 
the associations, individual and local, within the state. I would suggest 
that it should be the sense of this convention, that in the future, meas- 
ures should in every instance be submitted to the National association 
for jts approval before they are undertaken by the board or branches 
in the various states. In this way a more uniform and important class 
of legislation will be undertaken, and it will be supported with a much 
greater earnestness and effectiveness. 

I also want to emphasize that part of the report wherein the 
committee suggests “that in future efforts for commercial legislation 
there be observed great discrimination in preparing and recommending 
commercial acts, for our work would be retarded and its influence injured, 
were Our efforts directed to what is not clearly necessary and the acts 
we recommend were not simple and impartially protective.” I believe 
that not more than one measure should be introduced and recommended 
in one state at any one time, and that that measure should be the most 
important measure for the general good of the business interests 
within that state, and that when that one measure is adopted, it should 
have united and earnest support. Possible substantial results should not 
be jeopardized either by a divided force or a dissipation of efforts on 
minor measures. 

The wonderful achievement of the Association in establishing the 
bulk sales act in every state in the Union, except one, makes it highly 
important that this convention outline and discuss the next most important 
legislative enactment for credit grantors, and that when that is deter- 
mined, the efforts of the National Association be centered upon the pass- 
age of that one measure until the same results have been achieved as in 
the case of the bulk sales act. In considering the various types of legis- 
lation which have been undertaken and supported in the various sections 
of the country, I am led to the conclusion that the most crying need of the 
credit man at this time, is the establishment in every state, of a “Court 
of Commerce,” wherein commercial accounts may be liquidated and pro- 
cess obtained without the usual delay of ordinary court proceedings in 
ordinary litigated matters. The average book account is provable to the 
satisfaction of any intelligent judge within a very short time. If it is to 
be sustained in six months, it can as well be done within as many days, 
and such laws should be formulated and established as would enable a 
creditor to obtain a hearing and judgment upon his commercial accounts 
speedily, and without the possibility of technical delays. I recommend to 
this convention that it interest itself at once in an effort to obtain a “Court 
of Commerce,” to handle matters other than usual litigation questions, 
in every state in the Union, as being the most crying need of commerce 
and credit men to-day. (Great applause.) 
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President Salisbury—Yiou have before you the resolutions of the 
committee. We shall consider all the resolutions offered by the com- 
mittee, if there is no objection. . 

Secretary Tregoe then read the resolutions as presented above. 

Motion made and seconded to adopt the resolutions. 

F. R. Hamburger, Detroit—I want to present an observation as a 
member of our local legislative committee. For the past six or seven 
years I have had charge of the state legislation in Michigan, and in 
reference to the bulk sales law I find that it is defective in one important 
particular, and I hope that the incoming committee of the National 
Association will consider the matter. 

The Michigan law requires the prospective buyer to notify the 
creditors five or six days before the consummation of. the sale, at the 
same time giving the creditors an inventory of the stock and the amount 
to be paid therefor. The buyer is required to do the same thing. Assum- 
mg that both the buyer and seller complied with the provisions of the 
bulk sales law, the seller sells his stock and the buyer buys it,- and 
passes over the purchase price to the seller. Now, I have an account 
within sixty days of due date; or I have some paper of the seller. 
Onder the Michigan law I am unable to enforce the payment of my 
claim upon either the buyer or seller, because the law has been com- 
plied with; and before my account is due the seller of the stock dis- 
sipates the amount of the purchase price, and I am left without a 
remedy. That is the operation of the bulk sales law where the law is 
complied with, so far as the provisions of the Michigan law are con- 
cerned. I believe the new legislative committee should consider this 
defect in the law, so that there may be some legal proceeding to prevent 
the seller from getting possession of the money until all the accounts 
have been paid. (Great applause.) 

Report unanimously adopted. 


President Salisbury—We shall now listen to an address by R. P. 
Messiter, of New York, “In Memoriam.” 


In Memoriam 
Appress By R. P. MessiTer, New York, N. Y. 


Rip Van Winkle returning to his native village unrecognized and 
forgotten, mournfully exclaims, “How soon we are forgotten when we 
are gone.” 

We are, as credit men, naturally;;and perhaps necessarily practical, 
matter-of-fact men, in whose life as connected with our daily work, 
sentiment plays a very small part, but the officers of the Association in 
arranging the program for the convention have done a proper thing, 
I think, in devoting a few minutes to recognizing and recording our 
appreciation of the services of men who have been actively interested 
in our work, but have passed away during the past year. Some of 
these men I have not known personally, and feel myself not competent 
to do full justice to their character and value to our Association. | 
can but mention their names: 

Richard Hanlon of St. Louis, vice-president in 1903 and 1904. No, 
one of you who chanced to be a delegate to the earlier conventions can 
forget him. The charming vein of native wit and humor that he pos- 
sessed, made him one of the most popular speakers that we ever had. 
No matter how dry the subject under discussion, when he rose to speak, 
a wave of delightful anticipation passed over the convention. 
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Finley Acker of Philadelphia, a member of the executive committee 
of that association and a delegate to the annual conventions for a num- 
ber of years. 

W. S. Campbell of Detroit, whose services and usefulness to the 
association in that city had been recognized by his election to the office 
of secretary for the sixteen years since its organization. 

Thomas J. McGuire of New York, a delegate for a number of 
years. A man of high character and deservedly greatly respected by his 
associates, 

Thamas H. Bartindale, president of the New York association in 
1899, a delegate to the conventions for many years, and widely known 
at that time as the credit man for the great shoe house of Morse and 
Rogers. 

There are doubtless others who have died .during the year, men 
who have been active in local or national work, whose names would be 
mentioned, had I been aware of them. 

I leave to the last, Michael E. Bannin, because of his prominence in 
the early years of our organization, and also because of my intimate 
personal relations with him. I am conscious of a mingled sense of 
sadness and pleasure in speaking of him. There is the natural feeling 
of sorrow when I dwell on the loss of my warm personal friend, but 
there is also a gratification in the opportunity to pay a tribute to the 
noble character and useful life of this man. I had known him for many 
years but became more intimate with him when the New York associa- 
tion was formed. We were together on the executive committee for 
a number of years. I was his colleague as a delegate to nearly every 
annual convention, up to the last one in Boston, which he was unable to 
attend on account of illness. We were in the same line of business, 
his office was just across the street from mine; we were members of the 
same club and accustomed to meet nearly every day, so that I think I 
am qualified to speak from personal knowledge of the sterling qualities 
of his character. If I should try to select one word which would best 
typify this man, that word would be “sincerity.” He had many admir- 
able qualities—a high standard of honor; strong convictions based on 
sound judgment; faithfulness in the discharge of all duties whether im- 
posed or assumed; a warm-hearted genial disposition that endeared him 
to all who knew him; but the dominating trait was sincerity. 

I remember when Theodore Roosevelt was governor of the state 
of New York, a committee from the New York Credit Men’s Association 
went to Albany to urge the governor to sign a bill amending the Criminal 
Code in the matter'of giving false statements—Mr. Bannin was a mem- 
ber of the committee. After the hearing was over, Mr. Roosevelt said 
to one of the committee in his usual emphatic way, “What a splendid 
fellow that man Bannin is.” There was evidently a deep impression 
made on Mr. Roosevelt’s mind, for after he became president, he ap- 
pointed Mr. Bannin on the Indian Commission.’ His personality was 
attractive. His youthful looking face, crowned with snow white hair, 
made him a conspicuous figure at our conventiens. He had a keen inter- 
est in the Credit Men’s Association—as the first president of the New 
York association and as vice-president of the National Association in 
1896-97, he. was recognized as one of the leading spirits among credit 
men. As years went by and younger men came in to take up the work, 
his interest did not wane. He had always a strong faith in the growth 
and development of this Association, and in the widening beneficial in- 
fluence which it would continue to exert in the coming years. The name 
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of Bannin deserves and will hold a conspicuous place in the “Credit 
Men’s Hall of Fame.” 

Recalling the names of some of those active in the early years of 
the New York association: Bannin, Biggs, Boocock, Bartindale, Bing- 
ham, Bogardus (a swarm of busy bees). and others whose names do not 
begin with B, remembering their efforts and personal sacrifices, we are 
now realizing ‘what a solid foundation they laid for the remarkable growth 
and prosperity of the Association. Those men who were leaders and 
pioneers in the work of improvement in business customs and usages of 
trade, who gave their thought and time to planning for better protection 
to creditors, are fast dropping out of the ranks, 

Of the six names I mentioned; four, Bannin, Boocock, Bartindale 
and Bogardus have passed away. 

What I have said of Mr. Bannin might be said largely and truth- 
fully of the other men who have died during the year. It is fitting and 
proper, that we should publicly express our appreciation of their useful 
services, believing that in so doing there may be an inspiration to those 
who succeed them. (Great applause.) 


President Salisbury—We are glad thus to make public recognition 
of the qualities of the active members who have departed. 

We shall next have an address “Promotion of Co-operation Through 
Association Meetings,” by Mr. Daniel Ashworth, of Pittsburgh, Pa. 


Promotion of Co-Operation through 
Association Meetings 


ApprEss BY DANIEL ASHWORTH, PITTSBURGH, PA. 


It is but a few days ago since I sat upon Cemetery Ridge and for the 
fifth time surveyed that magnificent field of contest. As I sat there I 
looked to the north and it seemed to me I could see the veterans of 
Virginia under Buell and Early coming down from the north to form 
their columns in conjunction. This is what makes success, the conjunc- 
tion of forces, the co-operation that brings about the results. Over here 
towards the southwest where the great Thomas at Nashville in the deadly 
winter, marshaled his forces; and from -the rising sun to the setting 
thereof—every detail was carried out—How—by splendid co-operation. 

This city of the West, “in her bright garments drest, on the banks 
of this beautiful river,” has welcomed.you to-day in fitting and in mag- 
nificent terms. 

I have a warm heart for this locality. For twelve years the happiest 
days of my life was spent across this river among the people of old 
Kentucky. I fraternize with my brethren in this great Queen City, and 
to-day I feel honored and privileged to look into the faces of my co- 
laborers in this field of the advancement of civilized commerce. 

The records of the past from time immemorial have given us the 
great stars of the bright galaxy as the result of practical co-operation. 
The eagles of Napoleon carried their conquest at Jena and at Auster- 
litz; but without co-operation, without that linking of the forces on the 
fateful field of Waterloo, the sun went down upon Napoleon—for lack 
of proper co-operation. 

We from the confluence of the Allegheny and the Monongahela, that 
gave birth to this mighty tributary the Ohio, come to you to-day to tell 
you how by our co-operation in our local associations we have sown 
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broadcast throughout Western Pennsylvania the merits, the prestige, the 
honor and the power of this organization. 

It has been said that when Cicero would address the people of Rome 
they would come down the Campagna and on the Appian Way and stand 
in the forum in all their eager expectancy. When Demosthenes rolled 
out his measured sentences at the Acropolis, the people of Athens in all 
their eagerness and intellectual capacity, came to the front to hear the 
magnificent measures of their Grecian orator. They tell us that when 
Webster and Clay would address the assembled senate, the people of the 
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District of Columbia would run through the streets and eagerly come to 
drink inspiration from the lips of these sages of the past. 

So in our city of Pittsburgh we have brought out in our local asso- 
ciation those features which we bring to you for your commendation, I 
believe. Every Thursday at noon we have our lunch at our leading hotel, 
the credit men’s lunch. Its fame is not confined to the precincts of our 
great city. It is known far and wide and for miles to other counties. 
They come in at the Thursday noonday lunch to hear the addresses and 
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the discussion of these questions that are so interesting to the people that 
are progressing in the high type of civilized commercialism. 

We have had a galaxy of speakers from those who occupy the highest 
seats in the councils of our nation, our judiciary, our legislators—oui 
municipal officers have addressed us upon educational, financial, physi- 
cal and commercial questions—all that goes to make a healthy body oi 
people in the avenues of life. 

The warrior claims his results by splendid co-operation. “Peace 
hath her victories no less renowned than war.” This organization to- 
day, through its peaceful pursuits in its national and local associations, 
is bringing forth that which when leavened and matured to its per- 
fection, will give to the world the story of a great step in American 
progress. (Applause.) 

We have had the present Secretary of State; we have had the 
judges of our highest tribunals; we have had the governor of our 
commonwealth, who but a short time ago affixed his signature to the 
false statement act, making it a law in the great commonwealth of 
Pennsylvania. We send our splendid committees to Harrisburg and they 
support our legislators in that which we feel and know to be to the best 
interests of the public at large in our great state; and they talk and 
persuade and influence those whose minds might work in other chan- 
nels which are inimical to the best interests of commercial enterprises ; 
and so by their active work as splendid committees, they have achieved 
results immeasurable which will be looked upon in the time to come as 
glorious achievement. 

I am an engineer by profession, and that brings this comparison 
to my mind. See this magnificent steam engine in all its splendor; 
see its piston rod move and its crank turn; see that graceful fly-wheel, 
as it performs its evolutions under the master hand of the engineer. 
That is the splendid conception of concentration to bring about a 
result. But there is another feature to be added to that engine. Why, 
there is a lack of completion; there is a governor to be placed upon 
that engine to prevent it from racing, to prevent it from fluctuating 
in its actions. We in the association of credit men at Pittsburgh have 
just such a magnificent governor in Mr. Enoch Rauh, whom we have 
honored five times by electing and re-electing him to the position he 
holds. He holds the reins; he warms the heart; he cheers them all; 
he is as constant as the North Star in whose true fixed and lasting 
qualities there stands no fellow in the firmament. There are other 
stars; but among them all there is but one of unshaken light and spirit. 
So “a have this man and his splendid committees, and we do this great 
work. 

Do you wonder why I should be interested in this subject, lacking 
as I do commercial incentive? I will tell you why. I became en- 
amored of the splendid intellectual feasts given every Thursday at 
noon at that magnificent temple in our city. At times there are four or 
five hundred people present and the doors have to be closed. We have 
an average of two hundred men who sit down at the tables every Thurs 
day, not alone to feast the inner man, but to feast the intellectual being 
And better than all else, every one interested in our purposes from th 
north of the Allegheny to the south of the Monongahela applauds the 
work of the Pittsburgh credit men. 

Do you all likewise, and give your local associations the prestige 
they deserve, so that the name of this Association may become a house- 
hold word. Remember the committees work splendidly. The great 
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captain may wield his power diplomatically and powerfully; but it is 
for each member to do his part. Ever so little, ever so little, combined 
goes to build up the great fabric of light; and I want to tell you, my 
brethren, that success will crown your efforts when your heart is in 
your work, and you give music, to the soul of poetic thought. We have 
had the divines there, we have listened to the ladies on the suffrage and 
anti-suffrage question at our noon day meals; and every one has gone 
away filled with great expectancy of the week to come. As I go up the 
great white way of Liberty Avenue, I see them coming from every 
direction, all crowding to the temple to feast intellectually at the Credit 
Men’s Association lunch at Pittsburgh. 

Do not fail to consider then that your duty is co-operation. It is as 
old as time immemorial ; it will last until generations yet unborn shall pass 


from the stage; but the perfection in co-operation is for each one to do 
his part however little it may be. 


CONSEQUENCES. 


A traveler on a dusty road 
Strewed acorns on the lea, 

One took root and sprouted up 
And grew into a tree. 

Love sought its shade at eventide, 
To pledge its early vows; 

Old age was pleased at heat of noon 
To bask beneath its boughs. 

The dormouse loved its dangling twigs, 
The birds sweet music bore; 

It grew a blessing in its place, 
A glory evermore. 


A little spring had lost its way 
Among the grass and fern. 
A passing stranger scooped a well 
Where weary men might turn. 
He walled it in, and hung with care 
A ladle at its brink; 
He deemed not of the deed he did, 
But thought that men might drink. 
When lo, a pause; that well in Summer never dried, 
Has cooled ten thousand parched tongues, 
And saved a life besides. 


A dreamer dropped a rambling thought, 
’Twas old, and yet ’twas new. 

A simple fancy of the brain, 
But strong in being true. 

It shone upon a genial mind, 
And lo, its light became 

A lamp of life, a beacon ray, 
A monitory flame. 

The thought was small, the issue great, 
A watch fire on a hill. 

It shed its radiance down the vale, 
And cheers the valley still. 
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A nameless man amidst the throng 
That crowds the daily mart, 
Let fall a word of hope and love, 
Unstudied, from the heart. 
A whisper to the multitude, 
A transitory breath; 
It raised a Brother from the dust 
And saved a soul from death, 
Oh, germ; Oh, fount; 
Oh, words at random cast, 
Ye were but little at the first, ; 
But mighty at the last. (Great applause. ) 


My brethren, I invoke you to go back to your local association and 
try to excel this organization of the smoky iron and steel city, built up 
upon a solid foundation; give honor and uprightness and integrity to 
your laws. There never was an age in which the masses were doing 
more thinking for themselves than they are to-day. The great hulla- 
baloo of a political ferment no longer agitates the people as it did some 
years ago. No threats or melancholy forebodings move them in their 
path. Why? Because in such bodies as ours we are doing our own 
thinking—as in kindred bodies; and they are paving the way for the 
highest type of manhood in the American Republic, far surpassing the 
dreams of theorists or the great auguries of a gloomy poet. 

I have faith in the great republic; I have faith in the common 
people; I have faith in the work of these men and these people that are 
going through this progressive spirit of elevating man and woman to 
a higher plane for their duties in republican institutions. Let us be 
true to these things; and for all ages yet to come we shall hold sovereign 
sway and masterdom. (Applause.) 


A recess was here taken until 9.30 o’clock A. M., Wednesday, 
June 18th, 1913. 





SECOND DAY 
Wednesday, June 18, 1913 
MORNING SESSION 


President Salisbury called the morning session of the second day 
to order at 9.30 o'clock A. M. 


In the absence of the Rev. Hugo G. Eisenlohr, of St. John’s Protes- 
tant Church, Cincinnati, invocation was offered by Secretary Tregoe. 


President Salisbury then called upon A. C. Carpenter, Chairman, 
for the report of the Business Literature Committee. 


Report of the Business Literature Committee 


To the Officers and Members of the National Association of Credit Men. 


The development of the Association, its increasing strength and in- 
fluence, is in no way better indicated than in the development of its 
literature. And this is because credit men are awakening to the fact 
that they have an important message. They are recognizing, as they 
did not formerly, that theirs is not merely routine work but is intri- 
cately involved with the whole structure of commerce. and therefore 
involves principles which must be generally known, must‘ be talked 
about, and treated by many so that light may be shed upon these prin- 
ciples from many varying experiences. 

So it is natural that the literature of such an organization as this 
should be expansive, should grow more and more thoughtful, pointing 
no less than it did in the earlier days to methods of handling more ef- 
ficiently and precisely the routine of credit work, but more especially 
to the bigger part the credit men of the nation ought to play and are 
more and more playing in making business cleaner and commerce sounder. 

It ought to be a point of insistence, therefore, that the Association’s 
organ, that through which the Association talks to its members and 
that through which the members talk to each other, shall serve to stimu- 
late to finer effort every member of the Association, to the end that the 
tone of business in every part of the country shall be improved, for 
credit grantors have it in their power as no others have to insist that 
business be done on the basis of a high sense of honor. We make no 
apology in saying that the BuLLetin, without departing one step from 
the practical, must stand for ideals, because ideals based on reason and 
experience are essential to sound business practices. A thought akin 
to this we urge upon the Publicity or Business Literature Committees 
of our affiliated associations. That which they issue must, of course. 
be characterized by greater brevity than the publications of the National 
Association, but this fact will not prevent the issuing of the best, and 
the officers of local associations need to use a sense of discrimination in 
nothing so much as in the appointment of the chairmen and members of 
their publicity committees. 

It should always be a point with the National officers to urge local 
association officers to give special encouragement to their members to 
contribute of their experience and conclusions in written form, for 
writing leads to preciser thinking and to a wholesome examination of 
ourselves and our work and the relation of both to others and their work. 
There is an immense amount of valuable experience which our members 
are acquiring going to waste, or at least the conclusions to be drawn 
from this experience are making for but a minute fraction of the pos- 
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sible results, simply because through the written word these conclusions 
are not being passed along to others. Men are doubting the value of 
certain methods, hesitating to enter upon new courses or systems which 
have been worked out satisfactorily by others with consequent saving 
of money and worry; it would be better for all that all adopted them, 
and yet simply because the pains and trouble have not been taken to 
sketch the courses or systems and their workings, but a small fraction 
of the results which should be obtained under them is being enjoyed. 
It is, therefore, for the Business Literature Committee of the National 
Association and its officers to encourage our members to make of them. 
selves a society, so to speak, of writers, of those who spring to the task 
of working out their experience to conclusions and recording it as clear- 
ly and forcefully as possible for the good of our profession. 

In this connection let it be said that the members of the Associa- 
tion who have not availed themselves of the bound, indexed BuLLETINS 
as issued by the National Association at the end of each year are miss- 
ing the opportunity of getting a general idea of the Association’s work 
and of comparing the experience of various members of the Association 
made possible by the-thorough-going index, under which are grouped 
the different articles and branches of work in such manner as to make 
comparison easy. Your committee has no hesitation in saying that the 
man who is put in a position of resporisibility in local association work 
who is without these indexed, bound BuLLETINsS is undertaking to meet 
the obligations of his office without having one of its necessary tools. 
The committee insists that the bound, indexed BULLETIN is essential 
to every local association officer. 

With the issue of the BULLETIN in which advertising appeared, 
namely, that of February, the BULLETIN took on more of the appearance 
of a magazine by adopting a new cover design which has received gen- 
eral approval. During the year, 217,050 copies of the BULLETIN were 
distributed. This figure shows an increase over the previous year of 
20,710 copies, and over the year 1910-11 of 43,350 copies. So numerous 
have the notes usually appearing on the first pages of the BuLLeTIN 
become that it was recently decided to group them under heads, as, for 
instance, “Coast to Coast,” being for the most part personal notes ; “Notes 
on Fire Waste and Fire Insurance”; notes on “Subjects of Interest to 
the Younger Credit Man”; notes on “Local Association Activities,” etc. 
This change has brought many expressions of approval. The personal 
touch from the National office given the BuLtetin through the “Cen- 
tral Chat” pages written by Secretary Tregoe has attracted general at- 
tention and tends to keep before the.members those primal objects for 
which the Association has from the beginning been striving. 

It is somewhat difficult at times to keep a proper balance in the 
‘BULLETIN between that which is intended to inform and instruct on 
principles and methods and that which treats of Association activities, 
because the latter are now so many and varied that much space must 
be given them, especially during the season of high pressure. With ten 
or twelve committees and eighty-nine local associations to do justice to, 
the BULLETIN during certain months can scarcely fill any function other 
than being a place of record. 

Your committee is able to report the extension of the monthly letter 
plan among the affiliated branches. At the suggestion of the committee 
of last year, several associations have been distributing to their mem- 
bers the monthly letters of the National office. There is no doubt that 
these monthly letters have had more to do than anything else in holding 
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individual members firmly to the Association and giving it an unusually 
sinall percentage of resignations as compared with other organizations. 
And, again, there is no reason to doubt that the same or a locally pre- 
pared letter sent out with absolute regularity on a certain day each 
month will prove even more of a factor in local association work. The 
more the members are reminded of the Association and are made to 
see that it is earnestly trying to serve them, the more loyally will they 
continue their support. So we repeat that the monthly letter to mem- 
bers over an officer’s signature is essential to a compact, permanent or- 
ganization. 





A. C. CARPENTER 
Gulf Bag Co., New Orleans, La. 
Chairman, Business Literature Committee and Director 


We believe it will be clear to one who will examine, that our best 
newspapers.are giving more space in the last few years to business 
topics, recognizing that business men look to the newspapers for busi- 
ness suggestions. This is illustrated by the large amount of space given 
to several special leaflets issued during the year by the various com- 
mittees of the Association, given on the request of a large New York 
daily. These articles were copied and appeared in newspapers printed 
in many parts of the country. This is splendid educational work and 
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we commend to local associations the desirability of getting their activ- 
ities talked of in the newspapers. Some local associations arrange for 
this form of publicity systematically, but more neglect it. The news- 
papers of the eighty-nine cities where we now have local branches should 
be made to recognize that an association of our numbers and influence 
is entitled to liberal space, that our work looks to the betterment of 
commercial conditions in their communities and that, therefore, it is to 
their interest to give it publicity. 

The Business Literature Committee has always felt that the exten- 
sion of the weekly luncheon system among our local associations fell 
to it and it is a satisfaction to report that this luncheon plan is being 
adopted more widely each year, always, we believe, with excellent re- 
sults. As the secretary of the Portland association says, there is nothing 
which means so much as these luncheons in keeping an association to- 
gether and its members alert to do their best work both in their offices 
and for the association. The danger of making these gatherings too 
elaborate or too prolonged is always present and this tendency officers 
must always resist if the luncheon is to be made permanently attractive 
to the younger men. Some of the associations, feeling that it is essen- 
tial to have a program of some sort for these weekly meetings, have 
had difficulty in mapping out subjects for a long series of meetings. 
The committee received the suggestion too late to act upon that it pre- 
pare a leaflet presenting subjects appropriate for discussion at credit 
grantors’ luncheons. The task of preparing such a leaflet is tirged upon 
the incoming committee. We lay special emphasis upon this subject, 
because no association has taken up earnestly the luncheon plan without 
receiving a stimulus. There is complete accord in this and so the Busi- 
ness Literature Committee urges with all its power that the plan of 
weekly meetings be adopted universally throughout the Association. 

Recognizing that through brief leaflets, each devoted to a single 
subject, attention can be best focused, the Association has during the 
past year sent out three series of envelope leaflets, each of which has 
had and should continue to have wide distribution. 

We refer to the Credit Topics Leaflet series, under which the fol- 
lowing subjects have been treated: 


1. “The Strain Imposed by the Abuse of Sales Terms.” 

2. “The Proper Calculation of Profits by the Retailer.” 

3. “The Influence on Your Credit Standing of Promptness in 
Handling Correspondence.” 

The Banking and Currency Leaflets, under which the following 
subjects have been treated: 

1. “Why the Existing Banking and Monetary System of the United 
States Retards Commerce and Is a Menace to Every Busi- 
ness Man.” 

2. “What Must Be Provided by New Legislation If Our Bank- 
ing and Currency System Is To Be Made Adequate and 
Safe.” 

The Adjustment Bureau Leaflet entitled “Friendly Adjustments.” 


We do not know how the Association could better work for cleaner, 
healthier, more efficient business methods than through such leaflets. 
They serve to educate not only those who buy from our members but 
our members themselves, and there are few among us whose business 
methods have so reached toward perfection that there is no need of 
an inward look now and then. ‘ 
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The committee has watched with the deepest interest the courses 
in credit granting and management conducted last year in many parts 
of the country. Though the extension of this work has been placed 
under a new committee, the Business Literature Committee feels that 
this work runs close to its own, because both have the highest educa- 
tion in credits in view, and the committee entertains the hope that out 
of these classes will come briefs or treatises. which can be published in 
book form to cover the information that younger credit students require 
better than anything else now available. It is recommended that the 
incoming committee watch out to take advantage of the opportunity in 
this line offered by these courses in credits. The universities, which 
are now almost universally adopting courses in business administration, 
recognize the place that credit granting has in them and will gladly wel- 
come text-books based upon practical field experience. 

That the Association’s annual, the Diary, meets a real need is indi- 
cated by growing demand therefor each year. Two thousand three 
hundred and thirty copies of the Diary of 1913 were sold and two or 
three hundred orders could not be filled. Thus far it has been possible 
each year to introduce into the Diary distinct improvements over the 
previous year, the main improvement for 1913 being a summary of 
foreign corporation laws of the various states. 

Finally, the subject with which our Association deals is of vital 
interest to every concern. If we cannot make this clear it is our own 
fault. Every man handling credits needs the helpful influence and sug- 
gestions of others; he needs to have his work supplemented by others, 
and that is precisely what the National Association of Credit Men facili- 
tates. We should aim to bring it about that every concern shall feel 
the need of just the supplementation of others which the Association 
affords, and our publications, and particularly the BuLLeTIN, must 
become, and with the generous help of all may become, the vital, indis- 
pensable, supplemental agency of every concern in the country; we need 
not add whose business rests on sound credit, for that is the basis of 
every concern’s welfare. 

In conclusion, we offer for your consideration the following: 


I 


“Resolved, That the National Association of Credit Men, in con- 
vention, emphasizes with all its force the importance of a publicity or 
business literature committee in every local association, who, working 
in conjunction with the local officers, shall issue with absolute regularity 
every month a letter to their members over the signature of the principal 
officer of the association as well as of the chairman or members of the 
business literature committee and shall take care that the local news- 
papers give liberal space to outlines of the Association’s work. 


II 


“Resolved, That the business literature committee do all in its power 
to stimulate the members to practise the art of writing of the experiences 
which have proved valuable to them and of the conclusions which they 
have reached on matters relating to credit granting, in order that these 
experiences and conclusions among our members may be better com- 
pared and sound principles of action more generally and fitmly estab- 
lished. Il 


“Resolved, That it is the sense of this convention that the wider 
distribution of the bound, indexed BuLLetins of each year among the 
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officers of local associations be earnestly sought in order that every man 
responsible for leadership in his local work may have the grouping of 
suggestions and subjects which is in no way so well afforded as by the 
yearly indexed BuLcetin. 

IV 


“Resolved, That this convention, recognizing how credit grantors’ 
interests are interlocked and that it is essential to bring them together 
on the easiest social terms, not only endorses but urges the extension 
of the weekly noonday luncheon plan in every local association center 
as the happiest and most effective means to that end, and further lays 
upon the incoming Business Literature Committee the duty of preparing 


before the fall term begins a leaflet containing ‘Suggestions for Credit 
Men’s Meetings.’ 
V 


“Resolved, That this convention expresses its sincere belief in the 
educational leaflet system such as has been so well begun during the past 
year and gives its approval to the suggestions of this committee that 
this leaflet system be extended with a view to including finally the whole 
scope of credit men’s interests. 


VI 


“Resolved, That the committee give its attention to the development 
of credit courses with a possible view to gathering from them material 
which will help in the preparation of text-books for the young credit 
grantor.” 


Respectfully submitted, 


Paut P. REEsE, 

J. D. Hotes, 
WituramM E. Pitts, 
J. B. Extis, 


A. C. CARPENTER, Chairman. 


Mr. Carpenter then moved the adoption of the committee’s resolu- 
tions, his motion being seconded by F. C. Wasserman, of Portland, Ore. 

President Salisbury—E. L. Adams, of Atlanta, will lead in the dis- 
cussion of this report in the absence of Mr. Choate. 

Mr. Adams—Owing to unavoidable circumstances Mr. Choate has 
been kept away from this meeting, and with your permission and at his 
request I will undertake to stand in his stead. 

If I am able to comprehend what constitutes the one great pivot 
around which the operations of this Association revolves, the one great 
central idea or thought that dominates its activities and gives it power, 
I should say that it is wrapped up in the duties of this Business Litera- 
ture Committee. Its work is educational; and while the work of 
other committees is important and in some respects educational along 
particular lines, I can conceive of no broader field for accomplishment 
than is before your Committee on Business Literature. That our indi- 
vidual inefficiency is due in great measure to our lack of knowledge 
regarding up-to-date methods and the recognized ethics of our calling, 
needs no argument; and there is no better way of. acquainting our mem- 
bers with the best thought of the times than through the activities of 
this committee. 

I have given this report considerable study and regard it as an 
able document, and one worthy of unanimous adoption. The recom- 
mendations are ably summed up in the resolutions embodied in the report, 
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and I desire to call attention especially to one or two of these recom- 
mendations. The first is a recommendation embodied in the last two 
lines of Section 1, reading as follows: 

“And shall take care that the local newspapers give liberal space to 
outlines of the Association’s work.” 

As is stated in the body of the report, our newspapers all over the 
country are giving an ever-increasing amount of space to the business 
matters of the land, realizing that upon the progress made by business 
interests largely depends their own prosperity; and I am sure that if 
the proper authorities of our local organizations would give representa- 
tives of our local press the opportunity they would be glad to co-operate 
and give the publicity desired. 

This, as I see it, would be a twofold good. It would enlighten the 
public as to our aims and purposes, and through a process of molding 
public opinion, make the things which are thought worthy more easy of 
accomplishment. It would also serve to advertise our Association and 
make the securing of new members easier by making us popular in the 
eyes of those we seek as members. 

In two of the large dailies of my home city, several pages in each 
Sunday edition are devoted to the interests of manufacturers, jobbers 
and their salesmen, and the editors are always glad to get stories relating 
to the business of individual firms or the activities of business organiza- 
tions. I think it is due these papers to name them. I refer to the 
Atlanta Constitution and the Atlanta Journal. 

Sections 2 and 3 of the resolutions are important, but as I am 
specially interested in the section which refers to the weekly noonday 
luncheon, I will refer particularly to that. We have this plan in effect 
in our local organization and find it an important method. of arousing 
great enthusiasm. 

Aside from discussion of the actual work of the Association at these 
luncheons, we usually arrange for a fifteen or twenty minutes’ talk from 
some ‘prominent attorney, judge, minister or layman, on some subject in 
line with our work. These addresses are usually entertaining as well as 
instructive, and furnish a very welcome and profitable diversion at little 
or no loss of time. I am sure that if the organizations which have not 
tried the plan will do so, they will keep it up. 

I am strongly in favor of the adoption of the report and hope all 
the provisions of the proposed resolutions will be put into practice. 
(Applause. ) 


President Salisbury—I am beginning to realize how hard it is to 
keep the discussion in the time allotted; but the program is so heavy 
that we shall have to place the limit of time at three minutes, and see 
that it is observed. No criticism can be made of the leaders of discussion 
thus far, but I trust that those who are to follow will see to it that our 
tule is observed. It must be if we are to finish the work in the time 
allotted. 

I will call upon M. L. Orear, Kansas City, to continue the discussion. 

Mr. Orear—I feel sure by this time that you have carefully studied 
the report of this committee and that the words of Mr. Adams have 
impressed you with its full significance, and its important bearing upon 
the growth and development of our Association. I trust that the com- 
mittee’s sentiments will find practical expression in the local association 
work during the coming year. That our literature is the life blood of 
our Association there can be no question, and it should always be our 
aim to keep it pure, clean and wholesome, and so to perfect its circula- 
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tion that every tissue, not only of our Association body but the business 
world at large, shall be quickened by its invigorating influences. To 
accomplish this our Business Literature Committee should represent the 
best material in our associations, and the measure of this committee's 
success great or small will ever be the extent to which it has stimulated 
interest in the welfare and work of the Association. Increased interest 
will beget increased enthusiasm. Increased enthusiasm will assure 
increased membership, and increased membership means increased 
strength and influence. 

Our attention should, therefore, be first devoted to keeping the blood 
pure, that the body may be healthy. This depends on three things: first, 
the quality of the committee, second, its size, and third, its devotion to 
the work. The suggestion of the committee that discrimination should 
be used in selecting the members, that the best and most helpful mate- 
rial may be obtained, is worthy of our hearty endorsement. I believe, 
further, that it should not only be the most carefully selected committee, 
but one of the largest in the Association, because it is second to none 
in importance and usefulness. Every member of it should be regarded 
as a contributing editor and his literary talent fostered and encouraged. 
The written word is crystalized thought. Get your members to writing 
and you will get them to thinking. High standards in our literature 
requires serious and careful thought on all subjects with which we treat, 
and when the credit man gives of the best there is in him it must be 
good, because character is the keynote of success in his vocation. There 
are enough good journalists in this Association to stir into action every 
latent force in the commerce of this broad land, if their pens are set to 
working, and we should not leave too much of this work for our talented 
and broad-shouldered secretary and his lieutenants. 

Again, it is a fundamental fact in physical science that good circu- 
lation is necessary to the best health. Our publications may be ever so 
meritorious yet we cannot expect them to be influential unless they reach 
the business public. Every local association can lend valuable assistance 
to the National office in this distribution. It is granted, of course, that 
every progressive credit man is interested in the study of those subjects 
which will advance his professional knowledge, yet there are thousands 
of credit dispensers throughout the land who are not members and who 
consequently do not enjoy or have access to the educational work of this 
Association. In the carrying forward of this work of distribution every 
iocal association should have a mailing list of prospects for use both by 
them and by the National office. We should carry our educational cam- 
' paign into the office of every reputable business institution in this land 
where credits are granted, or where our efforts may be helpful in bring- 
ing about an enlightened and edtcated public opinion. The business 
institutions of this land will open their pocketbooks to us when once 
educated to the objects, purposes and accomplishments of this Associa- 
tion. We have not even sent in our card to 75 per cent. of the managers 
and credit managers of this country to say nothing of an audience with 
them. It is plain to see what fine results in the way of membership 
growth would immediately follow publicity work of this nature. 

As I understand, the fund being derived from advertising in the 
BULLETIN is being used in the accumulation of a prosecution fund. In 
my opinion this fund should be raised in some other manner, and that the 
BULLETIN should be entitled to its own returns. Every issue of this 
publication doubtless leaves unprinted a wealth of good material which 
we should get the benefit of, and I believe it would be money well spent 
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to double its size. Furthermore, the National office can do excellent 
work in adopting a systematic follow-up system on all of its publica- 
tions to see that they reach the business public and that the local asso- 
ciations are doing their part towards this distribution. 

Resolution 2 in the committee’s report would encourage the practice 
of writing of those experiences which have proved valuable to the 
members and of those conclusions which they have reached on matters 
relating to credit granting. This resolution should have your especial 
endorsement, and I would go a step further in recommending the assign- 
ment also by the secretaries, both National and local, of subjects for 
written articles. As suggested by the report, writing leads to preciser 
thinking and to an analysis of our own ideas, which is in itself educa- 
tional. This custom serves the twofold purpose of increasing the interest 
of the contributor and of passing on to the reader his more sober and 
thoughtful reflections. 

Much consideration has been given in the last year or so by a 
number of our universities and colleges to the establishment of depart- 
ments on business administration. This is a movement which should be 
caught up by our Association and furthered to the fullest. The National 
office can do good work in the collection of data relating to such depart- 
ments and in disseminating it through its literature, in order that the 
movement may be given wider publicity and that the number of schools 
having such departments may increase. In looking to the education of 
the youth of our land, the future captains of commerce and industry, 
we are only building more solidly the foundation upon which the structure 
of our organization rests. 

We should not lose sight of the immense benefits which have come 

indirectly (if not directly) to each of us through the check which pub- 
licity has given to fraud and malpractices in business. “The National 
office has kept the red lantern burning constantly to warn us of danger 
ahead, and if we have not profited thereby we have failed to derive the 
fullest protection which is afforded us through their publications. 
' These are old truths in new clothes, perhaps, but if we can succeed 
in impressing anew the supreme importance of the Association literature, 
the necessity for purity in same, and the extension of its circulation, not 
only within our own ranks but beyond, we shall have accomplished our 
purpose, and it is hoped that your thought along these lines has been 
quickened to some extent, and that some of the principles recommended 
will be applied in the daily administration of your local affairs. If this 
is done, you will find your efforts immediately reflected in an increased 
enthusiasm, a membership growth, and in the widening of your strength 
and influence. 

I trust a lively discussion will evidence a very vital interest upon 
your part in this subject. (Great applause.) 


President Salisbury—The resolutions as offered are now before you. 

C. E. Vandel, Kansas City—Before we take a vote on these resolu- 
tions I would like to present a seventh resolution. You find that the 
National Association, through its Business Literature Committee, has 
made the granting of credits a science. All other subjects which are a 
science have some manner of text-book from which to teach this science; 
I think that the National Association could do nothing better than to 
compile a book suitable for credit instruction. These Y. M. C. A. 
courses being established throughout the country are in dire need of 
such a text-book. When Kansas City established its course last year, 
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we looked around for some time before we could decide on a suitable 
book for this kind of instruction. There is a number of excellent 
addresses on this subject, but none of them is in adequate form for 
this kind of work. I therefore offer the following resolution: 

“Resolved, That it be recommended that the president appoint a 
special committee for the purpose of compiling a text-book on credits 
for the use of young credit grantors and for those schools having classes 
on credits or courses on business administration, and that the same be 
issued under the supervision of the secretary of the National Association.” 

I move the adoption of the resolution. 

Seconded. 

President Salisbury—The six resolutions offered by the committee 
and the one offered by Mr. Vandel are before you all together. 

The discussion has been only had so far through those designated 
by the National office. It is not meant that discussion should be re- 
stricted in any manner. 

H. Morris Teaf, Philadelphia—While Philadelphia has not been as 
successful as other associations in getting the numbers out to the weekly 
noonday luncheon, yet what we have lacked in numbers we have made 
up in enthusiasm. We have found that to make these luncheons suc- 
cessful, it was necessary to issue tickets in series. We have had three 
series of five luncheons this spring. The tickets indicate the particular 
day on which they must be used; and if he does not use them the sub- 
scriber forfeits his money. The cash that is left over the treasurer of 
our noonday luncheon club accumulates with the result that we have 
accumulated enough this year to take our men out to a testimonial 
dinner. 

We have also found that through the noonday luncheon clubs our 
members not only benefit socially but financially. Several members 


have had very large orders sent to their houses, simply because they 
were members of the club. 
The resolutions offered by the committee together with that of- 


fered as resolution seven by Mr. Vandel, were then unanimously 
adopted. - 


President Salisbury—The next order of business is an address by 
a gentleman we all know so well that it is not necessary to introduce 
him, a man whom we regard highly, and who has given us so much that 
the obligations we are under can never be repaid. Mr. William A. Pren- 
dergast, Comptroller of the City of New York, will now address us on 
“Tendencies in Municipal Credits.” (Great and long-continued applause 
and expressions of enthusiasm. ) 


Tendencies in Municipal!Credit 


ADDRESS BY THE Hon. WILLIAM A. PRENDERGAST, COMPTROLLER OF THE 
City or New York. 


Mr. President and Gentlemen of the Convention: 


Before commencing my formal address I want to thank you very 
cordially for your hearty reception. It is indeed a great’ gratification to 
one who was only too glad to serve the Association, either officially or in 
the ranks in the olden days, to find that when he comes to the convention 
a good many years after his official usefulness has been over, that you 
are still willing to greet him so cordially; and when I say this, I think 
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I am uttering the sentiment that rises in the heart of every one of the 
old members, when he comes here and finds himself so pleasantly greeted. 
(Applause. ) 

One of the greatest political problems of the times is the goven- 
ment of cities. During the past fifty years there has been such an influx 
of population to the cities, that some of them have become larger in popu- 
tion and in interests than old established states and nations. Upon 
the progress of municipal government the best thought of the world 
is concentrating, and this is essential if cities are to meet the tre- 
mendous demands upon their governmental activities. 

The development of the city has been accompanied by a demand 
for a character of public service that is entirely different from the 
unpaternalistic policy which formerly dominated our governmental 
affairs. _The city is now expected to render a type of social service, 
which in times past belonged almost entirely to private initiative 
through humanitarian institutions. While the vigor of these privately 
conducted institutions has not abated, the municipality itself is now 
expected to take the first place in rendering social services to its 
people. 

In addition to this the public demand seems to be directed toward 
the establishment of all known systems or methods for promoting the 
convenience and comfort of the people, such as better rapid transit; 
almost unconsciously the cities have been assuming these burdens, 
which in many instances have become very pronounced in a financial 
sense, seemingly oblivious to the great strain that their assumption 
would assuredly create upon the credit of the world. 

The National Association of Credit Men and other trade organiza- 
tions have been performing a most commendable work for nearly a 
generation, in educating the individual with respect to his observance 
of proper credit conditions, and in indicating reasonable credit limita- 
tions ; but while this great work of education has been proceeding with 
the individual, and he has been the beneficiary of it, and the business 
community has also been benefited thereby, we seem to have lost sight 
of the fact that neither nations nor states can afford to infringe upon 
their credit limitations any more than can the individual; so while 
we have been attempting to guide the individual in the proper credit 
path, the cities have been pursuing their way seemingly without 
regard for those fundamental principles of credit which infallibly 
dominate all transactions, be they of a public or a private character. 

During the past ten or fifteen years there has been a practical 
revolution in the methods of governing cities. The institution of the 
commission form of government, which now obtains in some 250 
cities, representing a total population of 5,000,000 of people, has been 
the most significant manifestation of municipal unrest. The com- 
mission form found its inception in the desire of the people to 
institute a more efficient form of government—one that would con- 
serve their financial availabilities and at the same time promote to 
the greatest possible extent the welfare of the people; but while 
this change, undoubtedly salutary in itself and one which I am sure 
will yield good results, has indicated an awakening upon the part of 
the people toward their municipal responsibility, it seems neither 
to have been instigated by nor to have touched the very vital question 
of the credit of the municipalities. 

We learn from the last United States census, that of “158 cities, 
126 increased and 32 decreased their gross debt during 1908. The 
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increase was $212,304,626, and was equivalent to 10 per cent. of the 
outstanding debt. The increase in the sinking-fund assets during the 
year was $26,426,770, and was equal to 6.76 per cent. of the total value 
of this fund. In 1908, the sinking fund constituted 21.2 per cent. of 
the funded debt, while in 1906 it constituted 22.6 per cent. This 
decrease can probably be explained by the increasing use of serial 
loans for which no sinking fund is necessary. Either the sinking fund 
is more common in the larger cities than in the smaller ones, or the 
requirement for its maintenance more rigidly lived up to, for the 
proportion between sinking fund and funded debt varied from 12.76 
per cent. for the smallest cities under review to 23.54 per cent. for the 
largest cities.” 

“The total payments of the 158 cities under review for outlays 
in 1908 was $269,333,000. This is an increase over like expenditure in 
1902 of 110.3 per cent. In 1902 66 per cent. of these payments were 
from revenue, while in 1908 only 49.2 per cent. came from revenue. 
While the per capita payments for these purposes in 1905 was $8.29, 
in 1908 it was $11.32. Over this period the increase for cities with 
population of 300,000 and over was $2.79, while for those with popula- 
tion of from 100,000 to 300,000 it was $4.53. The.excess of receipts over 
payments on account of debt is greater than the total payments for 
outlays for 18 cities of the 158, and amounts to $27,167,916, i. e., this 
money was borrowed for revenue purposes. On the other hand, for 
all the cities, the total payments for outlays is greater than the excess 
of receipts over payments on account of debt by $62,600,000, which 
means that this money was furnished from revenue.” 

We have now reached the time when those in charge of munici- 
pal affairs, and I trust the people themselves, are aware that credit 
limitations are being unduly strained, and the realization of this fact 
is accompanied too often by charges of extravagance lodged against 
public officials. The people in the mass do not. seem to understand 
that the great expenditures which have been incurred by many cities, 
I might say, in a relative sense, by all cities, have not been incurred 
surreptitiously, but in the full light of day. The press and public 
have known exactly what has been going on, but the difficulty: is that 
these expenditures have in nearly every case simply reflected the 
willing response of the appropriating authorities to the demands of 
the people themselves. No matter where the blame should be placed, 
our problem now is to correct conditions. 


Former Mayor McClellan, in an article published in the Aflantic 
Monthly of April, 1911, after he had*been out of office for more than 
a year, said that the extravagant tendencies of the American city are 
“due to causes far more subtle and far more complicated than corrupt 
officials, dishonest bosses or rotten political machines; that they are due 
largely to the fact that of those voters who control the spending 
authority, only about 4 per cent. are the taxpayers who provide the 
bulk of the city’s income.” 

The great City of New York is most often cited as the principal 
example in the matter of extravagant expenditures but if accurate 
records were obtainable, I am certain it would be found that every 
large city in this country has been offending against itself in just 
the same way that New York has. 

Even in the face of restricted credit we find that some of our most 
important cities, in order to perform properly their municipal func- 
tions, have to undertake very great expenditures. For instance, a 
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constitutional amendment adopted recently in the state of Missouri 
authorizes the City of St. Louis to issue $30,000,000 for subway bonds. 
The City of Kansas City is also authorized to incur very considerable 
expenditures providing the people in 1914 approve of this constitutional 
amendment, We learn from the public press and from other sources 
that the City of Philadelphia also needs millions for parkways, river 
front improvements, subways, street paving, and the like. 


When we are searching for the reasons that have operated to 
curtail municipal credit, we ought not to content ourselves with rest- 
ing the case upon the charge of extravagance, no matter how fully 
that charge may be justified. We.know that the heedlessness with 
which municipalities have rushed into debt has been very often due 
to the fact that the people have not been properly informed in regard 
to the existing financial situation. . For instance, municipal bookkeep- 
ing has not been maintained upon the high or fully efficient stand- 
ards that have prevailed in private business, and it is only within 
the last few years that any material improvements have taken place 
in this important branch of municipal work. To what an extent poor 
business methods have existed and are responsible for inefficient adminis- 
tration, even in a community like the State of Massachusetts, which 
has always enjoyed a high reputation for public administration, is 
shown by “the report of a committee of the Massachusetts Legis- 
lature appointed in 1912 to make a study of the general subject of 
municipal finance and to bring forward recommendations for improve- 
ment in the financial methods of Massachusetts cities and towns.” The 
committee has made a voluminous and careful report in which every 
branch of the subject is thoroughly examined. Some of the recom- 
mendations are of more than local interest and significance. The 
committee recommends that the statutory limit which has been 
imposed upon municipal tax rates of Massachusetts for a long time, 
be removed in the case of all cities and towns except Boston. It is 
pointed out that this statutory limitation has not in general served 
the interest of economy but that on the whole it has merely impelled 
municipalities to raise money by loans for expenditures which should 
properly be defrayed out of annual taxes. The report recommends 
that henceforth the annual budget in all cities of the state should be 
prepared by the mayor in consultation with the heads of the various city 
departments. It'is proposed that “city councils shall have the right to 
reduce any item in this budget, but in no case to insert new appropria- 
tions or to make increases.” This has for a long time been the law 
in New York and is the arrangement now existing in Boston by 
virtue of the charter amendments of 1909. It is further urged that 
the policy of borrowing by long-term bonds and of providing sinking 
funds to meet these bonds at maturity be abolished in all Massachu- 
setts cities and towns. The committee strongly recommends that 
only serial bonds be issued in the future. In support of its recom- 
mendations attention is called to the fact that a great many cities in 
Massachusetts have large deficiencies in their sinking fund accounts, 
these funds having frequently been used for current purposes. Atten- 
tion is also drawn to the fact that some cities which have received 
trust funds by gift or bequest with the understanding that the money 
should be held for the benefit of the city poor or for some other 
designated purpose, have used up these funds for everyday expenses. 
The committee recommends that these funds be immediately restored 
by appropriations in the annual budgets of the next few years and 
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that henceforth trust funds be deposited only in savings banks or 
invested in securities which are legal investments for savings banks. 
The report contains in all thirty-two specific recommendations aud 
is accompanied by drafts of legislation necessary to carry these 
recommendations into effect. The whole constitutes a very valuable 
contribution to the general subject of municipal finance. 

It is not necessary to refer by name to cities affected by the same 
indefensible methods that are charged against the Massachusetts 
municipalities. It would be within the facts to assert that there is 
hardly a city in the country that has not been so affected and it is 
just as safe an assertion that had better methods obtained there would 
have been a closer watch upon the conduct of municipal affairs, 
because much of the extravagance of which cities have been guilty has 
been due to the fact that the people really have not known whither 
they were tending, and how could they know, if the facts of their 
affairs were not intelligently collated and placed before them? 


Many of our municipal difficulties have been due to the fact that 
there has been too much interference on the part of the legislatures 
with the principle of Home Rule. But it is also true that if the legis- 
latures, instead of interfering with Home Rule in matters of political 
exigency and preference, had exercised their powers to enforce upon 
all municipalities proper laws and rules for the method and conduct of 
their bookkeeping, such action upon the part of the legislatures would 
not only have been wise, but salutary. The states of Ohio and Indiana 
have taken advanced ground upon this question and through legis- 
lation have imposed upon the cities a material improvement in their 
methods of bookkeeping. 

These references to the causes that have operated against healthy 
municipal credit, while brief in their narration, suffice, I believe, to 
show the case in a complete sense. It is necessary, however, that 
we should have an understanding of the real credit situation as shown 
by the attitude of the investing market toward municipal enterprises. 
For the last few years, thoughtful and watchful men have been advis- 
ing municipal governments to restrain their spending propensities 
and be prepared for the time when the money market must refuse to 
absorb the ever-increasing output of municipal securities. Notwith- 
standing these warnings, cities have continued in their spendthrift habits 
until within the last few months they have been brought to a striking 
realization of their own ineptitude in not appreciating and following 
that advice. 

The last six months have been marked by the failure of a larger 
number of municipal bond offerings than has ever characterized the 
history of international finance. Cities have journeyed in the same 
old self-conscious way with their offerings to the money market, only 
to find that the supply of credit was, if not exhausted, at least so curtailed 
as not to be available for their purposes. I know it is maintained by 
some that the competition of other and better-paying securities has 
had as much to do with the decline in municipal credit as the extrava- 
gance of administration, or to express it in another way, the ten- 
dency to luxury and good living is driving the public to abandon the 
highest class of investments in favor of a lower, but comparatively 
safe class, which returns a larger income. These reasons, however, 
do not change the true aspect of the case. They merely show that 
the extravagance of cities has been accompanied by a great volume of 
personal extravagance, and this has necessitated the quest for high- 


538 





paying securities without reference to the intrinsic value of the 
securities that is always regarded as the primal consideration with 
conservative investors. 

The securities of our leading cities have always been regarded as 
among the most desirable class of investments, but the practical truth 
of the views which I have just quoted, is emphasized by the fact that 
the leading national securities have suffered marked decline. For 
instance, during the years 1908 to 1912 the German Imperial Loan, 
3 per cent., declined 8 points; Prussian Consols, 3 per cent., declined 
734 points; French Perpetual Rente, 3 per cent., declined 6.75 points; 
Austrian Gold Rente, 4 per cent., declined 6.45 points; the Dutch 
Loan, 2% per cent., declined 9% points; British Consols, 2% per cent., 
declined 9 1/16 points; New York City 4% per cent., declined 15% 
points. And all this during a period which has been one of good credit, 
although characterized by manifestations of economic and social 
unrest, such as the world has rarely experienced. 

On May 2oth of this year the City of New York held its fourth 
annual bond sale. The offering was $45,000,000, bearing an interest 
rate of 4% per cent. In view of the unfavorable reception accorded 
to the securities of many prosperous cities during the last few months, 
this proposed sale was regarded with considerable apprehension by 
some conservative bankers and doubts were expressed regarding its 
‘ success. Under the law, New York City cannot sell its bonds below 
par, and all bids must be sealed and opened in public. The amount 
of bids received was $76,000,000. Of this amount $28,000,000 were 
bids at par, the balance slightly over par, so that all the bids accepted 
were Over par, representing an average of 100.159. Consequently, the 
sale was heralded as a success, but in candor I should state that the sale 
was what might be called a qualified success. Just a year before the 
city had offered $65,000,000 of bonds at 4% per cent. This offering 
was oversubscribed three times. The average price obtained was 
$100.747 even on a lower rate of interest. Therefore, there cannot be 
a better evidence of the state of the money market than is shown by 
the latest New York City bond sale; less offerings, and lower prices, even 
in the face of a higher interest rate, constitute cumulative proof of the 
tendencies in municipal credit to which I have already adverted. 

It is claimed that municipal sales would be more successful if the 
authorities adopted a direct method of disposing of securities. For 
instance, in criticism of the latest New York sale, one of our news- 
papers, editorially, denounced the present method of selling city bonds 
and claimed that the officials were even derelict in not going direct 
to the public and offering the bonds in the form that is commonly, 
called “over the counter.” It is also claimed that we depend too much 
upon the banking community and too little upon the patriotism and 
thrift of the people themselves. We are reminded that the people 
of France are the largest holders of French government securities 
and that the government does not have to depend upon bankers to 
dispose of its bonds. This is true, but we must understand that the 
people of France have been educated for many years in investing 
their savings in government securities, and added to this there is the 
lottery feature involved in French government offerings, which has 
an attractiveness to the people and which, I am sure, would not be 
lost upon other nations, except that the lottery idea is not regarded 
as representing a very high type of moral practice. 

There is no reason whatever why our people should not be edu- 
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cated to an appreciation of the securities of their own cities and states 
and nation, and possibly we have been remiss in not having under- 
taken this before. The habits of a people, however, are generally 
pretty firmly established and the habit of most of our people has been 
to place their money in savings banks. They prefer to put their money 
where they can get it in case of need. Even a sixty or ninety-day 
notice of withdrawal, when applied by savings banks in times of 
financial stress, is a more satisfactory state of affairs for the average 
saver than simply to hold a piece of paper representing a certain sum 
of money, which he is compelled to convert into cash in case of need. 
It must be remembered that the conversion of this scrip into cash, 
if undertaken by the American investor, invariably has to be carried 
on through a broker at an expense to the seller, and furthermore, at 
times when money is sorely needed, securities are almost entirely 
unsalable or sales can only be effected at very great reductions and 
loss upon the original investment. 

The last bond sale of the City of New York was advertised all 
over this country. Papers in the smaller cities were used, but there 
was nothing whatever to indicate by the bids offered that the sale had 
been popularized to any extent. Philadelphia had a recent so-called 
popular bond sale Mayor Blankenburg having disposed of the bonds 
“over the counter.” The authorized offering was $7,000,000 at four 


per cent. The newspapers contained very interesting stories of people 


who came to the sale carrying bills and coin which evidently had been 
lying in reserve in different receptacles such as old stockings, teapots, 
and others of the like, that are supposed to be the abiding places of 
hoarded cash, and an effort has been made to indicate that this popular 
sale was a very great success. 


I do not want to deprive good Mayor Blankenburg of all the 
satisfaction and credit he can derive from the success of his “popular 
sale,” but an analysis of the figures as they have been presented to 
me does not indicate any such widespread interest in this sale as the 
press agent implies. For instance, of the entire offering of $7,000,000, 
$4,150,000 was actually subscribed and paid for by 591 subscribers. 
The population of Philadelphia in 1910 was 1,549,008. There were sub- 
scribers for $100 and upwards, but the Commissioners of the Sinking 
Fund of Philadelphia, one of the popular subscribers, bought 
$1,225,000 worth of the bonds. The bidders also included twenty-five 
banks and trust companies, whose aggregate bid was $1,015,000. It 
is reported that after the first day’s experience, fearing the sale would 
not be a success, the good Mayor’had to call upon the principal of 
the leading banking house to stir up interest in the sale, and one of 
the methods employed was to induce banks which held city deposits 
to subscribe for a portion of the bonds, a plea, which to their honor 
be it said, did not fall unheeded upon their patriotic ears; so that the 
total popular subscription of the entire amount of $4,150,000 was only 
$1,910,000. 

The City of St. Paul has been lately referred to as a municipality 
that was breaking away from the old traditions of security selling, 
and appealing directly to its own people, but an analysis of the plan 
followed there proves that the method employed is hardly one which 
could be undertaken by any city having a very considerable offering of 
bonds to make. It appears from the description of this sale, which I 
obtained from the St. Paul Pioneer Press, that Mr. James J. Hill, to whom 
Minnesota and the nation at large owes a very great debt for the 
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wonderful genius and enterprise with which he has met both private 
and public responsibility, has undertaken to finance or promote St. 
Paul’s bond sales. This has been accomplished by ,organizing a 
Board of Trustees which becomes responsible for the payment of the 
bonds which are to be sold “over the counter” by the Northwestern 
Trust Company, with the proviso that the Northwestern Trust Com- 
pany will refund, upon demand, the amount of any purchase. 


It is manifest that private capital could not imitate Mr. Hill’s 
example and attempt to promote a considerable sale of bonds such as 
would have to be met by one of the larger cities of the country from 
time to time. So that this plan, while admirable, in itself, cannot be 
accepted as a remedy for existing difficulties. 


It will be recalled that during Mr. Cleveland’s administration he 
was bitterly attacked for selling United States securities directly to a 
banking syndicate, and so strong did the opposition to this action 
become that on the next occasion that the government had to borrow 
money in order to maintain its gold reserve, an attempt was made to 
have a so-called popular sale. Those, who by their agitation brought 
about this sale, have always maintained that it was a great success, 
but an examination of the results of the sale does not justify any such 
claim. For instance, the entire sale was for $100,000,000 at four per 
cent. The total subscriptions received amounted to $526,000,000. All 
the states and territories of this nation furnished 4,635 bids. Only 
818 bids were finally accepted. $62,321,150 went to individual bidders, 
the balance of the sale ($37,000,000) was awarded to a syndicate 
organized by Messrs. J. P. Morgan & Company, who overbid the great 
mass of the subscribers. 

Speaking of the difficulty of inducing the people to subscribe for 
bonds, Mr. Cleveland says, in his “Presidential Problems” : 


“that is was difficult for an ordinary person to make the rather 
confusing computation of premium and other factors necessary to a 
safe and intelligent bid. In a transaction of this sort, when the 
smallest fraction of a cent may determine the success of an offer, 
those accustomed to the niceties of financial calculations are apt to 
hold the field to the exclusion of many who, unaided, dare not trust 
themselves in the haze of such intricacies.” 


It is not my purpose to decry attempts to popularize our bond 
sales but I consider it necessary to show to what extent we are at 
the present time unprepared for such popular sales, or our people are 
disposed to support such popular sales in order that if our habits are 
ever to become the same as those of the French people, we must 
tealize that there is a great educational work to be done. 


Having now shown the tendencies of municipal credit, we should 
consider some means for strengthening and conserving it. Those 
who believe that the credit stringency of the last year or six months 
isnothing more than a periodic disability are, in my judgment, grossly 
deceiving themselves. The fact is that new countries are making 
such great demands upon the credit repository that there is not 
enough for general distribution. When that condition prevails it 
stands to reason that governments will be judged by the same 
ngorous rules of credit extension as have been applied to the indi- 
vidual. Cities that are not overloaned, that conduct their affairs in 
a businesslike way, that practice economy and not extravagance, will 
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receive the preference in the extension of credit, and those communities 
that adopt the contrary tactics will either have to pay a ruinously high 
price for money or go without it. 

The people generally seem to think that a long term bond is their 
salvation, but they must now realize that the long term bonds can- 
not be turned out to the investing public as fast as they come from 
the hands of the lithographer, and that, further, the long term bond 
imposes its measure of immediate outlay and responsibility in just 
the same sense as a short term or serial bond would. Too many of 
our people believe that when their city undertakes great public im- 
prevements and issues long term bonds in order to defray the cost, 
they, the people, are throwing the burden of the outlay upon posterity. 
The present debt service of the City of New York, representing 
$48,250,315.83 this year, is the unchallengeable answer to any such 
popular fallacy. 

It is obvious that in order to preserve their credit, cities must 
from this time on practise economies. The passion of the people for 
unlimited public improvements must be held in check. Improvements. 
should be limited to actual necessities and the attainment of idealities 
must wait upon a straitened nu-se. The propensity to buy real property 
for the city’s account, for every conceivable purpose, must be fought 
vigorously. The familiar argument that unless the city buys now 
it will have to pay much more in the future must not be accepted. 
It has resulted time and time again in the city being encumbered with 
realty holdings it could not profitably use. Permit the city to buy on 
the principle of excess condemnation and thus benefit by its own 
action. Encourage the policy of the city paying as it goes. This 
will obviate the issuance of long term bonds, and be a restrain- 
ing influence upon the money spending appetite of a community. 
Instead of issuing long term bonds, let us endeavor to finance our 
public improvements by spending their cost over a number of annual 
tax levies so as not to be an undue burden. This would be a cheaper 
method than issuing fifty-year bonds, and the necessity of paying an 
annual levy would bring the nature and effect of the expense home to 
taxpayers with, I believe, a resultant tendency to economy. (Long 
continued applause.) 


Mr. Prendergast, continuing—I think it might not be uninteresting 


to refer to an article contained in the last Cincinnati Inquirer, which is 
as follows: 


“WRANGLE OVER A BID FOR BONDS WHICH IT MAY TAKE 
A COURT AND JURY! TO SETTLE, 


It Was Only One Received and City Is Ready To Sell—May 
Raise Rate. 


Court proceedings may be necessary to decide whether a bid was 
submitted for the $660,000 park bond issue. Secretary Hodgkinson, 
of the Board of Park Commissioners and Assistant City Solicitor Weinig 
say there was, while Gordon L. Reis, representing Seasongood & 
Mayer, says there was not. This was the remains of the $750,000 issue 
authorized by a vote of the people, the other portion having been taken 
up by the Sinking Fund Trustees at 4 per cent. The $660,000 is to 
pay 4% per cent. 

Mr. Reis, for Seasongood & Mayer, submitted his bid at five minutes 
before noon yesterday. Just after he handed it to City Auditor Wash- 


542 





burn, he learned that the city was soon to issue other bonds and decided 
to consult his office about them, first telling the city auditor not to open 
his bid for the park bonds. While he was at the telephone, however, 
noon arrived and the bid, which was the only one received, was opened. 
It proved satisfactory and was accepted just as Mr. Reis returned to 
the room and said his office had instructed him to take back the bid. . 

A heated discussion followed in which City Auditor Washburn, Sec- 
retary Hodgkinson and Mr. Reis took part. Mr. Reis was angered by 
the opening of his bid and said the city could not force his firm to accept 
the bonds after he had told the auditor not to open the bid. Attorney 
Weinig was then called in and agreed with the city officials. 

Auditor Washburn then decided to leave the whole matter to City 
Solicitor Bettman to decide whether the case should be taken into court to 
compel the brokers to purchase the bonds. The amount of the Season- 
good & Mayer bid was not made public. No'other bids were received. 

The auditor refused to comment on the matter, saying he would 
wait for an opinion from the city solicitor. 

City Auditor Washburn has discovered why local bankers and 
brokers have lost interest in Cincinnati bonds and why some of the 
recent issues have gone begging. In fact, the auditor has gone so far 
as to threaten to sell the bonds over the counter, unless the bidding for 
them is more general. Then the brokerage firm interested showed him 
where Clark County was paying 5% per cent.; Cuyahoga County, 5 
per cent.; North Carolina, 5 per cent.; Atlanta, Ga., 5 per cent.; New 
York City, 5 per cent., and other places in proportion. It was only 
recently that Cincinnati raised its rate to 4% per cent., all big issues 
of the past few years being at 4 per cent. r 

Auditor Washburn was of the opinion for some time that there 
was an agreement between the local bankers and brokers not to buy the 
bonds offered by this city. Now he has decided to call them together 
for a conference at his office and discuss matters with them. 

A conference of heads of city departments will also be called 
within a few days, so the auditor can learn just what bond issues are 
absolutely required by them in the near future. Council will probably 
be asked that future bond issues be for 5 instead of 4% per cent.” 
(Tremendous applause.) 


President Salisbury—G. E. Ellis has been substituted on the nomin- 
ating committee in the place of C. H. Walker. : 

W. Q. Wales, Boston—We have just listened to a very valuable and 
instructive address by Mr. Prendergast, and I wish to offer the follow- 
ing resolution and move its adoption: 

“Resolved, That a vote of appreciation of this convention be ex- 
tended to Mr. Prendergast for the address that he has given us, and 
that the Business Literature Committee be instructed to publish such 
number of copies for distribution as may seem best to it.” 

Seconded. 

Secretary Tregoe—It has been moved and seconded that the Busi- 
ness Literature Committee issue as many copies of Mr. Prendergast’s 
address as may be requifed, for liberal circulation, and also that a vote 
of thanks be extended to Mr. Prendergast. 

Unanimously carried. 

_ Secretary Tregoe—I want to ask the president and convention the 
privilege of doing one little thing; In order that the room’s capacity 
may be properly filled and the crush at the door may be avoided here- 
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after, I would request the appointment of four ushers, and would sig- 
gest the names of Messrs. Lovejoy, of New Orleans; Hamburger, of 
Detroit; Welch, of St. Louis, and Brock of Philadelphia, to act as 
ushers for the sessions hereafter, to show the delegates, visitors and ladies 
to the vacant seats. 


President Salisbury—The next order of business is the report of the 
Adjustment Bureau Committee, S. J. Whitlock, of Chicago, chairman. 
(Great applause.) 


Report of the Adjustment Bureau Committee 


To the Officers and Members of the National Association of Credit Men. 


Your Adjustment Bureau Committee has during this year per- 
formed but one definite piece of work, that of calling into conference the 
Adjustment Bureau managers and members of local governing com- 
mittees at Chicago on January 27th, 1913. 

After a free and general discussion there was prepared, upon unani- 
mous assent, the following communication to the Board of Directors of 
the National Association of Credit Men :-— 


“To the Board of Directors of the National Association of Credit Men: 


“We, the Adjustment Bureau managers and members of the Adjust- 
ment Bureau Committees, in conference assembled, at Chicago on January 
27, 1913, respectfully indicate our sincere belief that the Adjustment 
Bureau Department is an important department of the work of the 
National and Local Associations of Credit Men, and if fostered along 
proper lines will promote economy, efficiency and co-operation. We 
recognize that uniformity in operating Adjustment Bureaus is desirable, 
yet owing to circumstances mostly of a local nature our bureaus are 
not operated on uniform plans and there exists in the minds of those 
present at this conference diverging ideas as to the proper methods upon 
which Adjustment Bureaus can be operated. Under the circumstances 
and inasmuch as some bureaus have been organized for years we do not 
believe that it would be advisable immediately to adopt and enforce a 
uniform operating plan. We would not advise that the National Asso- 
ciation of Credit Men recognize the collection of delinquent accounts as 
a national policy, though several of the Adjustment Bureaus are operat- 
ing a department for this purpose along lines that have given no occasion 
for complaint. With this situation in view and desiring that the Adjust- 
ment Bureau Department be above criticism or reproach, we present for 
your consideration the following recommendations: 


“First: That the Adjustment Bureaus may do a high and efficient 
class work, it is necessary that they be brought irito co-ordination, that 
all channels be developed whereby they may co-operate with one another 
and it is desirable that the bureaus be so organized and operated that this 
co-operation and co-ordination may be effected. 

“Second: We believe that practices contrary to the good order and 
proper conduct of Adjustment Bureaus can best be avoided through 
close supervision, and therefore suggest that each Adjustment Bureau, 
whether operated as a department of a local association or as a separate 
corporation, be under the direct supervision of the local association or 
associations which it serves or of which it is a department. 

“Third: We recommend in addition to the general supervision 
suggested in the second recommendation that there be a direct super- 
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yision Of each individual adjustment case controlled and administered 
by the bureau, in other words, that for every adjustment case there be 
appointed a supervisory committee, at least two members of which shall 
be chosen from interested creditors, whose duty it shall be to see that 
the case is economically administered and the funds properly applied. 


“Fourth: We confirm our belief that so far as it is possible there 
should be uniformity of operation in Adjustment Bureau work and that 
this uniformity will gradually be evolved through co-operation and super- 
vision. Adjustment Bureau work is too extensive for the National Com- 


S. J. WHITLOCK 
Belding Bros. & Co., Chicago, Ills. 
Chairman, Adjustment Bureau Committee and Director 


mittee on Adjustment Bureaus to assume and carry forward unassisted 
and we therefore recommend that the country be geographically divided 
into seven zones following closely the geographical division arranged for 
the seven zones under the plan for the national exchange between Credit 
Bureaus, and that in each of the zones there be appointed by the National 
Committee and National Secretary-Treasurer with the approval of the 
National President, a committee not to exceed five whose functions it 
will be to supplement and extend the work of the National Committee 
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on Adjustment Bureaus, to co-operate with each of the Adjustn:ent 
Bureaus and its local committee of supervision in the zone, to investj- 
gate complaints, to arbitrate disputes and to bring about a co-ordina ‘ion 
of Adjustment Bureau work in each of the zones; these committees to 
be responsible to the National Board. 


“Fifth: We believe it is desirable that every local association should 
operate an Adjustment Bureau upon plans that can be approved of by 
its zone committee, the National Committee on Adjustment Bureaus and 
the Advisory Committee of the Board of Directors on Adjustment 
Bureaus. The zone committee should recommend the withdrawal of 
official recognition from any Adjustment Bureau that is not, in its judg- 
ment, properly operated, and no new bureau should be recognized until 
its plans have been approved by the zone committee, the National Com- 
mittee and the Advisory Committee of the Board of Directors. 


“Sixth: We recommend that each Adjustment Bureau, through its 
manager or supervising committee, file with the National office a report 
in duplicate of the plans upon which the bureau is operated, the char- 
acter of work it is doing and its schedule of charges, the duplicate to be 
filed with the National Committee on Adjustment Bureaus. 


“Seventh: We believe the best class of adjustment work can be 
accomplished only when there is perfect equality maintained between 
creditors, and we know that evil practices are fostered through the 
desire of one creditor to share better than another creditor, or when 
creditors insist upon net settlements. We recommend that the National 
office, through its literature, impress upon the members.of the National 
Association of Credit Men and the commercial men of the country that 
equality means eventually the best results to all and that the insistence 
upon net settlements opens the door to fraud and abuse; and we also 
urge an appeal through the association literature for co-operation in 
friendly adjustments so that the disturbance of an adjustment by a small 
creditor may be avoided; also that the members of the association, 
through its literature, be asked to extend to the Adjustment Bureaus 
their moral and material support. 


“Eighth: We respectfully recommend that because the Adjustment 
Bureau managers are the practical men of this department and are per- 
sonally concerned in its proper conduct and good order the National 
Committee and the National Secretary-Treasurer, subject to the approval 
of the National President, appoint from the Adjustment Bureau 
managers a committee not to exceed five whose functions it will be to 
assist by suggestions in the preparation of literature bearing upon evil 
practices and good order in Adjtistment Bureau work, t> study the de- 
partment and to tender recommendations to the National Committee and 
the National Board.” 


It is the sincere belief of your committee that every consistent and 
reasonable effort should be directed upon the local control of Adjustment 
Bureaus in order that there may be created among them a tendency to 
unanimity of operation, that efficiency may be promoted, dispatch obtained 
and the character of their work generally brought to the high standard 
such that each of the local Adjustment Bureaus may justly and properly 
demand the loyal support of all members and ask co-operation from 
credit grantors outside the Association. 

As this high standard of operation, through efficiency, economy and 
dispatch, can only be obtained by keen and intelligent supervision and a 
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jealousy upon the part of each local association that its bureau be above 
reproach, we further suggest that fair and unprejudiced scrutiny be 
devoted to this department by all members, and wherever defects are 
surmised or definitely discovered they be reported promptly to the Na- 
tional Committee on Adjustment Bureaus or to the National office. 

The need is increasing for the cultivation of “friendly adjustments,” 
for in any court administration, no matter how prompt and economic the 
administration may be, the attitude of the court is impersonal, observance 
of the law is its first standard and the costs that attach must be taxed 
upon the creditors’ property and become their final burden. 

There is no reason why friendly adjusments should not be invariably 
practised and especially in the administration of small estates that are 
so often entirely wiped out by costs attaching to insolvency and bank- 
ruptcy administration. Our Adjustment Bureaus should have their ma- 
chinery definitely and adequately arranged to undertake such adjust- 
ments and this character of administration should be their principal duty 
and concern. 

We sincerely hope that the attention of our members and of credit 
grantors generally may be very persistently directed to this form of 
economic and systematic administration during the coming year through 
literature from the Publicity Department of the National office and such 
literature as each of the Adjustment Bureaus may be able to prepare and 
distribute. 

We deplore the fact that there is so often found among collection 
agencies, commercial practitioners and creditors, a tendency to prevent 
and disturb friendly adjustments by declining to give them their co-opera- 
tion, the evident purpose being to force a preference for the claim they 
represent or hold. The argument is frequently advanced in support of 
such position that the larger creditors could not afford to have the friendly 
adjustment disturbed through the refusal of one or two small claims; 
such attitude is not only thoroughly unfair but promotes disorder 
because it means inequality. There should be no preference allowed to 
one creditor above another, no matter how large or small the debt 
involved may be. 

Our work can only be fostered along sound lines, when. all creditors 
recognize and practise the truth that equality promises more compensa- 
tion in the long run and a greater return than does spasmodic forced 
advantage. The Adjustment Bureaus should firmly decline to allow 
preferences so that the practice of threatening to destroy a fair plan of 
adjustment on demand of full payment of amount may be rapidly 
eliminated. 

It is the belief of your committee that conferences between Adjust- 
ment Bureau managers and members of governing committees promote 
not only a closeness of touch and operation, but encourage the best 
ideals, and they should be urged in the future as they have been in the 
past. 

The need, value and economy of,Adjustment Bureaus should be 
very thoughtfully studied by all credit men, especially those embraced 
within our membership, and every encouragement given to the fostering 
of this department along efficient and economic lines. 

Your committee begs to tender the following resolutions : 


_ “Resolved, That the National Association of Credit Men in conven- 
tion assembled, reaffirming its belief in the efficient and economic work 
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that may be accomplished through Adjustment Bureaus, encourages their 
organization on proper lines and endorses that supervision and system 
embraced within the recommendations of the Chicago conference of Janu- 
ary 27, 1913. 

II 


“Resolved, That each local association operating an Adjustment 
Bureau diligently and honestly insist upon a character of management 
that will place its operations above reproach and tend to the very highest 
ideals. 

III 


“Resolved, That the National Association of Credit Men in conven- 
tion assembled, records its confidence in the need, value and economy of 
friendly adjustments and instructs the publicity department of the 
National office, in conjunction with the Committee on Adjustment 
Bureaus, to prepare and distribute leaflets upon this economic and expedi- 
tious collection system with a view to securing an increasing support 
thereto among our own membership and credit grantors generally. 


IV 

“Resolved, That the attitude so frequently taken by creditors and 
their representatives of disturbing friendly adjustments by seeking to force 
preferences is strongly condemned and deplored, inasmuch as equality in 
the division of involved estates among all creditors, large and small, tends 
to promote good order and honesty and is essential to the development 
of sound credit granting. 

Respectfully submitted, 


*J. A. McKEE, 
H. J. THomas, 
E. G. ANDERSON, 
W. S. STEWART, 
S. J. WuHittock, Chairman. 


At the conclusion of the report Mr. Whitlock said: Some figures 
have been compiled too late to be inserted in the printed report, which 
show that there were handled by the bureaus reporting during last year 
558 cases, with total liabilities of $5,811,246.65; assets of $4,238,540.15; 
paid to creditors, $1,688.097.98 ; average dividend, 29.02 per cent. 

The number of creditors, 19,822; represented by the bureaus, 8,319; 
bureau fees, $58,204.21. These figures representing all cases whether 
in bankruptcies, trusteeships or other forms of litigation. 

Adjustment bureaus have handled independently in trusteeships, 
347 cases, in which were total liabilities of $2,587,539.27 ; assets of $1,410,- 
002.40; paid to creditors, $1,059,370.05; average dividend, 49.44 per 
cent.; number of creditors, 8,567; represented by bureau, 5,142; bureau 
fees, $31,861.75. 

No report was received from Buffalo, Cincinnati, Columbia, South 
Carolina, Columbus, Ohio, Indianapolis, Kansas City, Nashville, New 
Castle, Norfolk, Pueblo, Richmond, Scranton, Seattle, or Wheeling. 

We have no cases reported from the following associations: Chat- 
tanooga, Dallas, Los Angeles, San Antonio and San Francisco. 

We received reports from -the following associations, but the infor- 
mation was in the shape of yearly reports, and it was not feasible to 
prepare figures from these reports: Spokane, Portland, Oregon, Denver. 


* All members of the committee concurred in the report, except Mr, McKee. 
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Mr. Whitlock—I move the adoption of the report and resolution. 

A. C, Ellis, Pittsburgh—I wish to second that motion, and in addi- 
tion I would like to make a motion that the report be fully and com- 
pletely published in the convention number. 

President Salisbury—That will be done. The discussion on this 
report is to be led by Frank A. Randel, of Cleveland. 

Mr. Randel—I want to say just a few words in my three minutes 
on the second, third and fourth recommendations of this report. Our 
adjustment bureaus have been in existence a few years. We have 
learned what they can do, and especially when backed by our National 
Association. 

But in all things pertaining to the bureaus, -just as in our own busi- 
ness, they can be improved from year to year through experience; and 
| think our experience in the operating of our bureaus has taught us 
that there is not quite enough supervision. Supervision is lacking to 
some extent; and I think I would classify that supervision under three 
points, namely : 

First—A general supervision of the bureau by a management com- 
mittee, a board of directors or trustees, or whatever you may call it, to 
be affiliated directly with the Association, so that the Association knows 
ina way just what the bureaus are doing. Now, that board of manage- 
ment should meet at least once in a week or two weeks, and not simply 
be in existence and never meet. It should have a chance to go over the 
high spots on the cases being handled and see what progress is being 
made on them, whether it be in the right direction or not. We all 
have confidence in our commissioner, just as if a member of the board 
of directors of your company you have faith in the officers thereof, but 
as a member of the board you want to know once in a while what is 
being done; and I believe that should be done also in the bureaus. 

Second—The supervision of the individual cases by a creditors’ 
committee. Now, that is a vital point, and I do not believe it is fulfilled 
and carried out as it should be. If the faiiing debtor is a boot and shoe 
dealer, why should the commissioner alone tackle the problem without 
the help of somebody who knows about the boot and shoe business? 
Iam not objecting to an attorney or two attorneys or three attorneys, or 
whoever it may be, serving on that committee, but there ought to be a 
committee of creditors drawn from the boot and shoe people. Or in the 
case of a clothing failure, of clothing people; a grocery failure, grocery 
people, and let that committee meet once a week or two weeks and go 
ahead with the handling of that case instead of leaving it to the com- 
missioner to try to find somebody to sell the assets to, or wind up the 
case as he may think best. If the boot and shoe people would take hold 
of a boot and shoe failure and sell the assets or handle the assets as best 
they can, it is evident that that would pay out best for the creditors in 
the particular case. I do not believe this advantage should go unheeded 
by the bureau. If your committee of creditors in a particular case does 
not give it attention I believe it is up to the commissioner so to inform 
the managing committee; and if they do not want to pay attention to 
that case, let them get some other members of the board of directors on 
that creditors’ committee, so that the case will be handled correctly. 

Third—The zone proposition is a good one. If a creditor is not 
exactly satisfied with the way a case is handled, and he does not get any 
satisfaction from the commissioner, and if he does not get any satisfac- 
tion from the bureau, he can have recourse to the zone committee, which 
can receive his complaints, receive that information and weigh the evi- 
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dence and file it with the proper parties. For if our National office js 
going to continue to lend its help toward the operation of these bureaus, 
our bureaus should be above reproach. (Applause. ) 

S. T. Hills, Seattle—I do not know why it is that I was picked ou 
as sponsor for these resolutions of the Adjustment Bureau Committee, 
as they say the wise men come from the East and it happens that I am 
from the extreme West, but I believe the wise men from the East some. 
time ago went to sleep on the job, so far as the adjustment bureau work 
is concerned, since we look to the West for results. 

I point with pride to the work of the Northwestern Jobbers’ Credit 
Bureau of St. Paul. A more model organization can hardly be achieved 
in friendly adjustments, as you will admit, if you will look over the 
work of that bureau. Then take the work of the Spokane association; 
and I modestly mention our own in Seattle. Then go down the line to 
Portland, Oregon, to San Francisco, to Denver, to Salt Lake City, and 
you will ‘find that all the original ideas in adjustment bureau work have 
come from those centers. 

I believe that the National Association of Credit Men has dealt 
long enough with ethics. You have been passing resolutions from 
year to year as to what to do and how to do it; but as a whole we have not 
been practising what we have preached. 

I recall a little story. 1 read in one of the magazines as I came 
across the plains. A grain merchant was absent one day from his busi- 
ness, and a farmer came in and wanted to get some barley. The wife 
waited on him and he said, 1 would like to get a bushel of seed barley. 
She went out into the corner, took a peck measure, measured two 
pecks, and started to tie up the bag. Then he said, “Four pecks make 
a bushel.” She said, “I guess that is so, I don’t help father much, and 
before I was married I was teaching school!” That is a great deal 30 
with the recommendations of this National Association. We have been 
teaching school a long time, and it is about time we went out with a 
peck measure and got a little practical experience. 

I would like to recommend the adoption of the recommendations 
of the bureau as a whole. However, there is one recommendation that 
I would like to make. I wish some one would offer a resolution to 
this effect, which would help the adjustment bureau members to a great 
extent, and that is that each member of the Credit Men’s Association 
in placing an account in the hands of an attorney for collection against 
a going concern, place it there with the proviso that in case of insol- 
vency or adjustment, the account shall be at the call of the nearest local 
association or the National Associafion, for voting purposes. 


President Salisbury—The report of the committee and the resolu- 
tions are now before you. 

F. R. Hamburger, Detroit—I want to add my word of commenda- 
tion to the report of the committee, and say that I heartily approve of 
the recommendation and resolutions. This is a subject that is very dear 
to me, as I have made an effort to have our Detroit association estab- 
lish an adjustment bureau. Some time ago I wrote to adjustment bureau 
managers in all sections of the country, and I. was astonished at the 
replies which I received, astonished at the results that have been ac- 
complished by adjustment bureaus. 

In comparing the dividends that have been paid on the average by 
adjustment bureaus, I find that in many cases, and in fact on the aver- 
age as compared with dividends paid to the bankruptcy court, the 
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dividends paid when claims were presented and adjusted by the adjust- 
ment bureau are in many cases 50 to 60 per cent., and in the case of 
bankruptcy but 15 to 20 per cent. The opposition to the adjustment 
bureaus, as I see it, comes mainly from collection agencies and attor- 
neys; at least I find the objection arises from that source in my center. 

The question of having an adjustment bureau at Detroit was brought 
before our board of trustees, and it was defeated, but I am in hopes 
that the additional favorable showing that may be made to our asso- 
ciation, as well as others, will stimulate a great interest, and that an 
adjustment bureau will be established in the city of Detroit, as I believe 
it ought to be in every business center. 

The resolutions offered by the Adjustment Bureau Committee 
were then unanimously adopted as presented by the committee in the 
report as above. 


President Salisbury—We shall listen to an address now by Charles 


D. Joyce, of Philadelphia, on “The Place of Credits in the Development 
of Commerce.” 


The Place of Credits in the Development of Commerce 


Appress By Cuas. D. Joyce, PHILADELPHIA, PA. 


Mr. President and Gentlemen: 


I have been given authority to take up twenty minutes of your 
time. I believe that gratitude alone will earn a premium for the man 
who shortens the official limit, and with that end in view, I will proceed. 
I would like to explain, however, that the subject as assigned me by 


our courtly and gracious National officer. differs from that on the 
program. The subject given to me was “Credit in the Development of 
Commerce,” and my paper treats of the subject as assigned. 

When the Indian gave his land to the colonist for some implements 
and beads. and the farmer took wheat to the miller and returned home 
with flour, each felt that he was making a satisfactory exchange; this 
barter was the primal form of domestic commerce. Next to it in sim- 
plicity came the delivering of goods by the producer for a money con- 
sideration, paid into his own hand. 

No state nor country produces all the things which its people need, 
but each has a surplus of some products: it is the exchange of the surplus 
of each that has evolved commerce. Nations and the governments there- 
of were quick to realize that the welfare. progress and importance of 
their people rested upon their ability to produce more of the world’s needs 
than their rivals. Governments have been ever eager to smooth the paths 
by which the surplus could be transported to profitable markets. Atten- 
tion is first given to domestic commerce, and foreign commerce naturally 
pow to carry off the over production of field and forest, mine and 
actory. 

To realize the importance of commerce to the people of nations, we 
have only to review the tremendous undertakings planned and carried 
through to facilitate this moving of merchandise. Private enterprise 
has bridged rivers, tunnelled mountains, dug canals, spanned continents 
with ribs of steel. States have been united by telegraph and telephone. 
and foreign nations by ocean cables. The call of commerce has forced 
governments to expend large amounts of public funds in opening the 
nation’s waterways to navigation, in dredging channels and deepening 
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harbors, building sea-walls, erecting light-houses, and bringing together 
the extremities of the earth by constructing great ship canals across the 
two narrow necks of land which from time immemorial have held the 
grand divisions of the continents together. Not yet satisfied with all 
these stupendous works done in her behalf, commerce asks that govern. 
ments subsidize steamship lines, and protect her interests in every im. 
portant port the world over by establishing consular service. 

Nearly three-quarters of a century have passed since Daniel Webster, 
in a speech delivered in the United States Senate, defined credit as the 
“Vital air of commerce.” That definition is to-day, as it was then, the 
best that can be given. The world’s commerce is as dependent upon 
credit as life is upon air—neither can exist without the other; both are 
beneficent when normal, but when influenced by adverse conditions both 
destroy with cyclonic force. Credit improperly extended is as destruc. 
tive to commerce as sound credit is constructive. 

History furnishes abundant proof of the complete prostration of 
legitimate trade through nations indulging in reckless commerce founded 
on unsound credit. 

France hoped to replenish her empty exchequer, so woefully de- 
pleted through the colossal extravagance of Louis XIV, by adopting a 
scheme to develop the mythical mines of gold and silver that were sup- 
posed to lie buried beneath the rich soil of Louisiana. The company’s 
promise of annual dividends of 120 per cent. led to the wildest specu- 
lation. Regular commerce was suspended, and when the Mississippi 
Bubble burst, poor, over-credulous France was burdened with a debt 
of six hundred million dollars, and her trade and capital were so dis- 
organized that the mischief could never be repaired. 

Sober, stolid England still smarts under the mighty shock to the 
public credit caused by the abandonment of both government and 
people to the fatuous spectre of the South Sea Scheme, and although 
the country was rich enough and strong enough to recover in due time 
‘ from the injury done her, still there is no doubt but that her financial 
position would be better today had her statesmen, bankers and mer- 
chants been alive to the situation and prevented this gigantic fraud. 


Even the thrifty Hollanders, noted above all nations for the careful 
investigation of business projects, yielded to the Tulip craze. When the 
bulbs were introduced from Constantinople, the promised returns from 
their cultivation were so alluring that regular business was neglected 
and the population, rich and poor, planted and traded in tulips. When 
the necessary foreign markets were sought, it immediately became 
apparent that the expected demand would never be realized. With 
confidence destroyed, a universal panic, as wild as the original mania. 
set in. 

It is, indeed, impossible to predict to what heights of folly people 
will go when led by men who make big enough promises. It is the work 
of this Association to develop constructive credit, protecting commerce 
against such wild schemes as the Mississippi and South Sea Bubbles, 
the -Tulip Mania, the Darien Expedition, the Search for the North- 
west Passage. 

Upon the never-changing foundation, the merit of the individual, 
is built the entire superstructure of the sound credit system. 

No risk should be accepted, no project should be furthered with- 
out investigating the character, capability and capital back of that 
risk or that project. When all three of these essentials are satis- 
factory, aid should be liberally extended. But if a man has the two 
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greatest assets of character and capability, of capital he may have 
little or none, credit supplies its place. Money seeks labor, and all 
it asks is that the laborer shall double the talents furnished him. He 
dares not be slothful or afraid, his all depends upon his integrity, his 
diligence and his originality. Thinking after other men never puts 
him first. The trader like the poet must have a vast imagination, 
he must see into the future, must have his ideal, must have faith in 
its realization, and then work for it without ceasing. John Pierpont 
Morgan told the Pujo Committee that character is the basis of credit, 
and it was his own character, a rare combination of intuition, courage, 





CHARLES D. JOYCE 
The A. Colburn Co., Philadelphia, Pa. 
Director 


fidelity, and imagination, that made him the colossal genius of Amer- 
ican credit. 

The captains of industry today are the men who, a quarter of a 
century ago, read between the lines and saw the possibilities of the 
future, and then devoted their lives to converting those possibilities 
into facts. Our great country has furnished an arena unparalleled, 
for activities in government, in agriculture, in manufacturing, in 





mining, and in commerce. Credit has given to labor the use of 
capital. The world waits at our doors today, and it is the youth of 
character and of foresight who a score of years hence will be sending 
American products in American ships to every South American 
port. When Columbus sailed across the Atlantic and Vasco da- 
Gama rounded the Cape to India, it was commerce, not conquest, that 
sat at the helm. The pioneers who discovered new lands and new 
routes to well-known marts, braved the dangers of the sea and the 
greater dangers of the wilderness to further trade. 

The practical man “prone to value none but paying facts” has 
been a blessing to civilization and to Christianity. Not only has com- 
merce charted the sea and opened up the wilderness, but it has 
through the successful prosecution of its own work also exercised a 
civilizing and uplifting influence. Never has this beneficent influence 
been more powerfully illustrated than by the famous East India 
Company. Through two and a half centuries this remarkable organ- 
ization filled a place in human -history no other company ever 
approached. Besides ruling what grew to be a vast empire, it con- 
ferred benefits unnumbered upon the Hindoos, person and property 
which had been at the mercy of cruel rajahs grew secure, slavery was 
abolished. Roads and bridges were built, steamboats and railroads 
were introduced, together with the printing press and the Bible and 
the natives educated to improved methods of commercial life. 
Although these glorious achievements were dimmed by some spots 
upon the sun, yet the East India Company, primarily a business 
organization, deserves the title of the “Savior of Hindoostan.” 

' The progress of civilization on our own American continent, 
has, in many instances been furthered by what were seemingly purely 
commercial enterprises. A striking illustration in point is the Hud- 
son Bay Trading Company, which institution, unlike many of its 
successors, dealt fairly with the Indians, thereby inculcating a spirit 
of thrift and good-will which still endures in the snowy wilderness 
of Canada. 

Poverty is the dynamic force which urges men to do and to 
conquer. It is not the rich man’s son who needs to risk his life that 
he may make it bearable, but the hardy son of toil who has naught 
but his own strength, and will and heart. Having these he has all, 
for credit is his, as a blessing voluntarily offered. Take away this 
credit and then imagine the world of trade. Hamlet with Hamlet 
left out, would be perfect in comparison. Labor and industry would 
then face naught but manual toil and daily drudgery. Abolish credit 
and labor is divorced from capital and then capital is idle and labor 
groans. Credit controls the life blood of the nation. 

The responsibility resting upon any organization whose work it is 
to investigate and classify credit, is one of almost sacred trust, as into 
its hands is given the mighty privilege of encouraging honest effort, mak- 
ing it prolific of the highest good, and of checking selfish interests which 
uncurbed, would jeopardize the well-being of the people. 

The complexity and hugeness of modern business have proven to the 
students of economics, that commerce has outstripped its assisting 
partner, credit. In the rush to facilitate and extend commerce, neither 
men nor governments have demanded that the proper and necessary 
safeguards be thrown around that commerce so as to make it yield the 
greatest good possible to all mankind. We are to-day .woefully lacking 
in a scientific credit system. Our present methods, even when conscien- 
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tiously followed, too frequently lead us “on the rocks” and possibly even 
more frequently, warn us away from safe harbors-and fertile fields of 
profitable endeavor. 

The organization of this Association and its wonderful growth in 
the short period of its existence, bear testimony to the “need of the hour” 
and our Association will not fulfil its mission unless it evolves or develops, 
or at least points the way to a credit system by which the business of 


the individual, corporation and nation will be properly protected. (Great 
applause. ) 


President Salisbury—We shall now receive the report of the Mer- 
cantile Agency Committee, E. D. Flannery, New York, chairman. 

Mr. Flannery—In opening my remarks I wish to call your at- 
tention to the fact that there is: at least one local interest in this town 
that has not availed itself of the opportunity which has come knocking 
at its doors. I refer to the celluloid manufacturers. If they had fur- 
nished us with a sufficiently large number of samples of their collars and 
cuffs, they would have made a great hit. (Laughter.) 


Report of the Committee on Mercantile Agency 
Service 


To the Officers and Members of the National Association of Credit Men. 

Agreeable to a resolution adopted at the Boston convention, the 
Mercantile Agency Service Committee was appointed by the president 
and confirmed by the directors of the Association almost immediately 
after the convention period. 

The committee’s first meeting after the preliminaries incident to 
its organization had been disposed of, was at the Hotel Astor in New 
York City, on August 8th. At this meeting were considered the various 
communications addressed to the committee upon mercantile agency 
service, but, holding in mind the evident wish for and value of follow- 
ing in close sequence the work of the preceding committee, the con- 
clusion was unanimously reached that your interests in this important 
department would best be served by confining our efforts to the accom- 
plishment of results that accorded with the intent and spirit of the reso- 
lutions offered by the preceding committee and adopted in convention 
at Boston. 

At this meeting the feeling was unanimous that the committee work 
be simple in character and definitely directed upon the attainment of 
certain elementary changes in the agency reports,.such as, in the opinion 
of your committee, would assist in the checking of credits and enhance 
the value of the mercantile agency service. 

Pending the next conference of your committee, its chairman was 
authorized to call upon the managers of Dun and Bradstreet for the ex- 
press purpose of interesting them in the Boston resolutions and endeavor- 
ing to get them to co-operate in putting them into effect. 

With the concurrence, therefore, of the managers of Dun and 
Bradstreet, following these interviews, there was announced in the Sec- 
retary-Treasurer’s General Letter No. 3, dated September 3, 1912, the 
following: 


“The Committee on Mercantile Agency Service, the first to be 
appointed, is already at work. At its first conference, held .a few 
days ago, it went over the weaknesses in agency service brought out 
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by successive committees and out of them fixed upon one which it 
believes the entire Association should at once co-operate to over- 
come. This was the illegibility of. reports and the frequent recurrence 
of palpable errors in them. The committee decided earnestly to 
urge upon the members as a matter of principle to return to the 
makers reports that are not legible or are improperly drawn. 

“At the Boston convention the following resolution was adopted: 


“ “Resolved, That the members of this Association, with a view 
to the gradual elimination of errors, and for the general good of the 
service, be urged to return at once to the mercantile agency issuing 
it, any illegible or inaccurately written report.’ 

“It is hoped that all members will be alert to the importance of 
their part in this matter, and even though it entails a little trouble, 
remember that general observance of the committee’s request will 
gradually eliminate or reduce to a minimum errors in the service 
we are buying of the mercantile agencies.” 


The September, 1912, BULLETIN was especially devoted to mercan- 
tile agency service and made the following announcement for the pur- 
pose of creating between the membership and the mercantile agencies a 
spirit of co-operation, such as is necessary, in the judgment of your com- 
mittee, in promoting their mutual welfare: 


“Whatever may be our feeling toward the mercantile agencies, 
whether friendly or the reverse, as credit grantors we cannot fail to 
recognize how indispensable they are to commerce, and that it is for 
the interest of sound business that their facilities be bettered and 

' their reports be just as accurate and searching as possible, and be- 
sides, arranged so that the significant facts may be most easily ex- 
tracted. 

“To bring this condition about, we who are being served must 
take the same attitude toward the agencies that it is our duty to 
assume toward all public ‘service corporations. We must criticize 
sharply, but fairly, and insist upon good service. We must also co- 
operate with the companies to help them so far as it lies in our 
power, and this is peculiarly true with mercantile agency companies 
for if credit grantors are antagonistic toward the companies or re- 
frain from giving them important information, the service they can 
render is seriously hampered. 

“There are three influences which should be continually at work 
for better service. First, the agencies themselves, second, each indi- 
vidual subscriber to their service, and third, the National Association 
of Credit Men as the organization of the subscribers committed to 
a demand for steady improvement in the methods of getting informa- 
tion before credit grantors. 

“The part each of these forces is to play is well brought out in 
the resolutions passed at the Boston convention, and they are here 
presented with the hope that each one’s part will be played in a fairer 
and better spirit, as also with more vigor than heretofore. Each 
member will note what he has to do as a credit man, and the Mer- 
cantile Agency Service Committee and leaders of the Association 
have committed themselves to most earnest endeavors, and let us be 
fair and presume that the agencies will not fail in their part.” 


Your committee met again in conference at the National office on 
November 7, 4912, when were considered other communications from 
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members upon meréantile agency service and the work executed during 
the period between this and the former meeting. There was adopted at 
this conference a communication in duplicate to R. G: Dun & Company 
and Bradstreet and Company. This communication was made a part of 
your committee’s report, and we shall merely state in brief that the re- 
quest was made in your behalf of the mercantile agencies to paragraph 
reports under four distinct headings, namely : 


Antecedents. 
Financial statement. 
Comments. 

Trade experiences. 


and that in the investigation of antecedents certain information be es- 
pecially sought and presented in the agency report under this or other 
appropriate paragraph headings. 

This communication was personally delivered by your ccmmittee 
(two members only being absent), to the managers of R. G. Dun & 
Company and Bradstreet and Company in the office of each of these 
agencies. After a brief discussion with each of the agency managers, 
your committee was advised that the communication would receive care- 
ful consideration and reply given forthwith. 

Pending this consideration of the communication upon the part of 
the agency managers and governing boards, the chairman made frequent 
calls upon each and was assured positively on every occasion that endeav- 
ors were being made to comply, so far as was possible, with the sug- 
gestions embraced in the Novémber 7th communication and the Boston 


resolutions. The committee members were kept advised of these visits and 
their results. 


Under date of April 17, 1913, R. M. Harding, general manager of 


the Bradstreet Company, wrote to the chairman of the committee as fol- 
lows: :; 


“Confirnfing our statement when you called recently, we desire 
again to assure you that the suggestions submitted by your committee 
are having our earnest consideration and we hope to be in a position 
to advise you of our conclusions at an early date. 


“Many of the details enumerated in your letter have been recog- 
nized by us as essential features and are regularly included in our re- 
ports—a fact which we assume is well known to you. Respecting the 
construction of the reports, we beg leave to say that under our present 
system we do require that the information be formulated according to 
its natural divisions, subject, of course, to such modifications as indi- 
vidual characteristics may render necessary. If we can determine 


upon any improvements, be assured that we will be glad to adopt 
them. 


“Perhaps you will be interested to learn that we recently supplied 
to our offices a thicker paper, for use in preparing subscribers’ copies 


of reports, and this is being put into use as rapidly as possible 
throughout the organization.” 


The third conference of your committee was held at the Hotel St. 
Denis, New York City, on the evening of May Ist, and conclusions were 
then reached that both of the agencies were endeavoring to meet the 
wishes of your committee and that of:the National body as expressed in 
the Boston resolutions. There was a belief expressed by some members 
that since the conference of November 7th with each of the agency gen- 
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eral managers some improvement in the mechanical«and mental work of 
the reports of both agencies had been discovered; as for example, that 
Dun & Company were showing much cleaner, better paragraphed and 
fewer defective reports, and that Bradstreet had substituted a heavier 
paper for that previously used and had also made other improvements. 

Following this conference, your chairman received from A. W. 
Ferguson, general manager of R. G. Dun & Company, a letter dated May 
2oth, reading as follows: 


“We acknowledge receipt of your communication suggesting 
forms for.writing up our reports, together with copy of resolutions 
passed at the last annual meeting of the National Association of 
Credit Men. 


“It is, of course, and quite naturally, our desire to prepare and 
issue our reports in the most effective, practicable way. We therefore 
appreciate any suggestions leading in that direction and tending to 
make our work more useful and attractive. 

“As to the precise arrangement of subjects, it has been for a 
long time our practice to treat the various items in the general order 
outlined in your letter. 

“The paragraphing of reports is obviously proper and desirable, 
and has been ordered done throughout our entire system. 

“As to ‘designating’ the paragraphs in each instance, that is a 
matter which, seemingly simple, will require greater study and con- 
sideration than may appear on the surface. 

“However, we may say that the plan is already having a fair trial 
in certain of our districts, and we are watching the results with 
serious interest. 

“We endeavor to exercise a close censorship over reports going 
to subscribers, still there will inevitably be instances among the 
hundreds of thousands of reports issued, where some deficiency as 
to totals of figures, clearness of copies, etc., m&y be noted. We 
applaud the expressed purpose of your committee to recommend to 
members of your Association that they return to our district offices 
reports that appear to be in any respect deficient. 

“As to the matter suggested to be given under ‘Antecedents,’ 
we may say, that all the information of the nature outlined that we 
are able to glean is regularly incorporated in our reports. 

“Property statements, received by mail or otherwise, are care- 
fully filed, together with the evidence of the manner of their reccipt. 

“Fire records have always been made an essential feature of 
our reports. 

“We are sure every experienced credit man must realize that 
from year to year there has been a steady improvement in the char- 
acter and construction of our reports. The legitimate demands upon 
the agency, both in nature and volume, have not only been met, but 
as a rule anticipated. The percentage of our work done by traveling 
reporters is now materially higher than at any period in the history 
of the agency, and the equipment of every department is in line with 
the most up-to-date and progressive business methods. 

“We would suggest that not too much importance be attached 
to ‘forms’ in the writing of reports. The most thorough reporting 
may imply a getting away to-a considerable extent from mandatory 
forms, giving the writer a chance for originality, and broadening 
his perspective rather than limiting it. The best reporters can 
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profitably utilize a degree of latitude in this respect, with results 
advantageous to our subscribers. Let the reporter feel that he. is 
compelled to observe closely a prescribed form, or limit him to 
specific headings, and the result may be a loss of effectiveness and 
value. What our subscribers particularly require, we believe, is 
what is commonly called ‘meat’; at the same time, we shall continue 
to strive to give the mechanical and other effects the full considera- 
tion to which they are entitled. 


“You will probably realize that “The Mercantile Agency,’ pos- 
sibly more than any other enterprise, is a business of detail. We receive 
continually suggestions for changes, the majority of which are, in 
the light of agency knowledge and experience, impracticable. We 
welcome, however, all well-intended recommendations, in the hope 
that even a small percentage may be useful. We seek knowledge 
and helpful suggestions on every hand, and realize that next to our 
personal experience our best source of instruction is the experience 
of our subscribers. 


“We desire to express our appreciation of the courtesy of 
the committee of which you are the honored chairman, and to 
remain.” 


Your committee sincerely believes that progress of mutual advant- 
age was made during the year and it was very evident to its members 
that the best possible work for promioting the mutual welfare of agency 
and subscriter is through a close touch of the subscriber with the local 
office of each agency, and by making known in a frank and explicit way 
when reports are mechanically defective or show evidences of unwar- 
ranted negligence in compilation. 


It is also the belief of your committee that there should be established 
a close relationship between each of the local ‘associations, through its 
properly appointed committee, and the local office of each of the agencies, 
and that an effort be made to co-operate in a cordial and effectual way 
for the improvement of the service. 

The third conclusion was also reached that co-ordination of the 
work will prove more effectual than merely individual effort and 
that local committees should report to the committee of the National 
Association the local situation and complaints under investigation, and 
wherever possible allow the latter to act as the intermediary between 
the local complainant and the general managers of the agencies. By 
acting in this co-ordinate and systematic way there should be accom- 
plished that improvement which is necessary to keep the mercantile 
agency service abreast with the expansion of credits and their related 
complexities. 

It was the belief of your chairman that many complaints regard- 
ing mercantile agency service, judging from the experience of your 
chairman in local mercantile agency committee work, had not been 
deeply considered, for in almost every instance when the complainant 
was asked to call for conference, nothing further was heard. 

The membership must be cautioned in this important machinery of . 
the credit department to be reasonable, always to direct upon this service 
unqualified equity and justice, and not to complain unless the defect 
or mistake discovered is serious, unwarranted, or reasonably preventable.” 

Your committee desires, in conclusion of its report, to present the 
following resolutions: 
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I 


“Resolved, That the resolutions adopted at Minneapolis and Boston, 
calling upon the members of the National Association of Credit Men to 
return to the issuing office any illegible or inaccurately written report, 
be by the convention approved, and for the express purpose of eliminating, 
gradually but effectively, errors in the mechanical compilation of reports 
and for the general improvement of the agencies’ service the members 
be urged to give their co-operation both to the Mercantile Agency Service 
Committee and the agencies. 

II. 


“Resolved, That each local Association of Credit Men be urged to 
appoint a Mercantile Agency Service Committee, and that such committee 
be asked to act in close co-ordination with the National committee, 
reporting in every instance to said committee any complaints received 
from local members or situations affecting the value of the service dis- 
covered from its own investigation. 


III. 


“Resolved, That the National Association of Credit Men, in conven- 
tion assembled, registers its belief that the simple paragraphing of mer- 
cantile agency reports will increase the efficiency of the agencies’ service 
as an important part of the credit office machinery, and urges the mer- 
cantile agencies, with reasonable promptness, to make such changes and 
improvements in their service that this plan of reporting may be de- 
veloped. 

IV. 


“Resolved, That the president and directors be requested to appoint 
the Mercantile Agency Service Committee for the next year immediately 
after, or within a short period following the adjournment of this con- 


vention so that the work begun by the present committee may be carried 
forward without unnecessary interruption.” 


Respectfully submitted, 


THEO. HETZLER, 

Cuas. J. Rou, 

Hucu R. Jones, 

E. B. Howe Lt, 

E. D. FLANNERY, Chairman. 


During the reading of the report Mr. Flannery said: I want to 
speak of my own experience in local matters. Members of a con- 
mittee naturally feel that they must find something to do in mercanitile 
agency work and so look for something to complain about. Now, the best 
thing to do, if you think you have a matter to complain about, is to go 
down and see your local agency manager; talk the matter over with 
him, and nine times out of ten you will find the fault lies as much with 
yourself as with the agency. Referring to my personal experience | 
want to say that when complaints have come to me as chairman of the 
Mercantile Agency Committee I have asked the complainant to call upon 
me in order to go over the matter, but I never have received a 
reply. This shows how important the man who makes the complaint 
considers it. Let us get together on all points and see our local man- 
ager and talk it over with him, and ninety-nine times out of a hundred 
you can get satisfaction. You have all read the letters from both Dun 
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and Bradstreet. I am glad to be able to supplement those letters with 
two more which I received from Bradstreet’s, which read as follows: 


New York, June 16, 1913. 
Mr. Edward D. Flannery, 


National Association of Credit Men, Cincinnati, Ohio. 
My DEAR Mr. FLANNERY: When we last talked over the telephone 
I said that we would convey to you our decision with respect to the 
paragraphing of reports as soon as it had been reached, and, in accord- 
ance with your suggestion that you would be glad to have this even at 
the eleventh hour, I take much pleasure in handing you a letter setting 
forth our conclusion. I regret that this could not have reached you 
earlier, but. our experiments have only just been finished and I shall 
endeavor, thrqyugh the good offices of Mr. Goodale, our Cincinnati super- 
intendent, to-have this: reach you before the convention adjourns. 
With assurances of my regard, I beg to remain, - 
Yours very truly, 
(Signed) R. M. Harpinc, General.Manager. 


Mr. Edward D. Flannery, 
Chairman, Mercantile Agency Committee, National Association of 
Credit Men, New York City. 

My pear Sir: Supplementing our letter of April 17th, we desire 
to advise you that after further consideration and experiment, we have 
decided to designate the paragraphs in our reports by suitable captions, 
thus rendering more distinct the natural divisions into which the informa- 
tion is separated, This applies to all reports containing sufficient details 
readily to admit of such arrangement and the form will be in substantial 
accord with the views of the members of your Association as commu- 


nicated to us.by your committee, except that we have decided upon five 
divisions instead of four. 


‘s Yours very truly, 
(Signed) R. M. Harpine,.General Manager. 


I wish to say that your present committee recognizes the fact that 
some responsibility has fallen upon it owing to the: fact that it was in 
direct communication with the National. office, a position which, unfor- 
tunately for, previous committees, did, not exist; but we recognized the 
responsibility thrown on us by that position and our committee has held 
numerous conferences with both agencies, and I am positively satisfied 
that it is their purpose to comply with all intelligent requests: which we 
can make of them whenever it is possible for them to do so, and I ask 
you to help us out; help this committee, or the incoming committee, 
by doing as I have said to you before, when you have any complaints, or 
any matter that you feel should be complained of, go to your local 
manager, talk your complaints over with him, send a copy of your com- 
plaint to the national committee, and we shall take it up with the home 
office, and I think in that way we shall achieve excellent results both for 
the agencies and ourselves. (Applause.) 


President Salisbury—The report of the committee and its resolu- 
lutions are before you. Mr. Flannery moves the adoption of the reso- 
lutions and his motion is seconded. The open parliament on the com- 
mittee’s report and resolutions will be led by Ira D. Kingsbury, of 
Rochester. (Great applause.) 
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Mr. Kingsbury—I want to add, and it is beyond my power to make 
stronger the suggestions that Mr. Flannery made, that we all ought to 
co-operate with this committee. It is in our hands to work with the local 
representatives of the various agencies to get the reports that we want 
from them. 

The address of Mr. Joyce brings to mind one matter that I believe 


is close to all of us. I do not believe there is a manufacturer in this 
room that does not make something that can be used in foreign coun- 
tries at the present time. Our inability to get definite, accurate and full 





IRA D. KINGSBURY 
L. Adler Bros. & Co., Rochester, N. Y. 
Director 


credit reports without the payment of exorbitant fees is a difficulty that 
we all have to contend with. Take Honolulu, for example. One of the 
agencies rates Honolulu in its book and gives. us a report quickly and 
under our regular subscription. The other agency does not give ratings 
there. That ought to be brought to a uniform basis. Now, on foreign 
reports we must either join the National Association of Manufacturers 
and make use of their credit bureau, or the Philadelphia Museum, 
or pay an exorbitant price for a report through the established agencies 
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abroad. I believe there is a field for the incoming committee to help 
us all in improving our export business. (Applause. ) 

President Salisbury—Oscar Loeffler, of Milwaukee, will also speak 
to us on the committee’s report and resolutions. (Great applause.) 

Mr. Loeffler—Mr. Flannery’s report shows that he and his com- 
mittee have done splendid work during the year. Also the letters which 
have been read from the agencies show that the agencies are listening 
to advice from credit men. Those of us who have been in close touch 
with this kind of work for years, know that there has been a steady im- 
provement both in the reports and the books of commercial agencies. 
Suggestions from credit men are always welcomed by the general as 
well as the local manager. 

I believe that every association ought to admit to membership 
the local agency manager, because only thereby can the agencies be 
brought into close touch with our work and desires. I make this sug- 
gestion because I understand that some associations do not allow mer- 
cantile agency representatives to become members. When we have 
complaints to make they will be acted upon more quickly if we person- 
ally know the men and mingle with them. 

Last year an agency manager in our city told me that his agency was 
scouring the world for the kind of paper which this Association had 
demanded, and they had found it in Europe at some considerable ex- 
pense, which is another proof that these people had been trying to do what 
we are asking them to do. 

We are getting more signed statements, figures on fire insurance 
carried, prompt notices when fires occur, changes in condition, etc., 
than we ever did before and all these things have come to us as the 
result of our demands and suggestions. 

With the establishment of bureaus for credit exchange and inter- 
change, we find that some of our members often do not like to dis- 
close their ledger experience to agencies. How can we -expect agencies 
to give us good trade reports if we withhold our experience even from 
our fellow credit men? _ 

We all know also what an incentive competition is to make men 
hustle. So I have often wondered why credit men at large have never 
tried very hard to create competition between Dun and Bradstreet. 
Only recently I learned that the United Mercantile, Agency, which had 
been struggling hard to gain a foothold, had to go into bankruptcy. 
I personally know that the local work which they did in our city was 
excellent. I think they really deserved a better fate. 

The Credit Clearing House also is waking up more and more to 
what we want, as is shown by a letter which came to me only a few 
days before I came down here. It is dated May twenty-first. I will 
not read it, but I will merely say what it brings out, that the clearing 
house has decided to discontinue bankruptcy practice. Credit men will 
appreciate that this attitude on the part of the Credit Clearing House 
puts it in such position that information obtained will be utilized solely 
for the benefit of creditors, and no claims placed with the Credit Clearing 
House for collection will now be used to create insolvency conditions 
with a view to gaining fees. What a splendid step forward. (Applause. ) 

D. A. Landress, Chattanooga—I wish to offer this resolution: 

“Resolved, That inasmuch as some states have laws affording 
protection to credit grantors against false statements, the managements 
of R. G. Dun & Co., and Bradstreet & Co. be urged to procure the 
signature of each member of the firm to statements made to these 
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agencies, and before issuing reports on firms declining to make state- 


ments a greater effort be made to ascertain positively who the parties 
involved are.” 


F. C. Wasserman, Portland—There may be other mercantile agencies 
in the country, and I suggest that no names be mentioned. “Mercaittile 
reporting agencies” is the expression that should be used rather than 
the regular names. 

Charles Reynolds, New Orleans—It strikes me that this resolution 
is entirely unnecessary. It is urged that reports be held back until 
statements and names are obtained. This would result in a delay, 
Agencies always try to get that information before they issue the re- 
port, and I do not believe a resolution such as this would be effective 
one way or the other. 

T. J. Bartlette, New Orleans—It seems to’ me that the resolution 
endeavors to shift the responsibility of ascertaining to whom a credit 
man is selling from the credit man himself to the agency. If a man 
applies to me it is my business to find out who he is and not make the 
agency get the information for me. 

Mr. Landress—We pay R. G. Dun & Company and Bradstreet’s 
and other mercantile agencies for giving us this information, and we 
ought to expect them to do that for which we pay them. It happens 
that the firm I am connected with now has a case where one member 
of a firm signed a statement L. D. Jones & Company, and stated that 
certain men were partners in that firm, yet these men disclaim any 
interest in the business of the company. We have no way of proving 
that statement was correct. I expect other. credit men have had the 
same experience; we have had it more than once. 

C. B. Cranston, Columbus—In support of what the brother has said 
you must bear in mirid one thing, namely, that the agency has its man 
on the spot. He is at the point where the party is getting the statement; 
you are at the other end of the line, expecting it through the mail, trust- 
ing in God and the post office. I say that the man who is in the locality 
should do his work thoroughly and completely.“ He is in a better posi- 
tion to ascertain the things we need for a complete report; and that 
is the basis of the subscription fee to his agency. (Great applause.) 

Lewis M. Creighton, Philadelphia—As a member of the Mercan- 
tile Agency Committee of the Philadelphia association, with which com- 
mittee I have been identified for fifteen years, I want to say that the 
proposed resolution has a very important bearing on the extension of 
credit. It is vital that the statement be signed by every member of tie 
firm. In a good many cases it should be signed by every officer of the 
corporation. You forget one fundamental principle in the establishing 
of the mercantile agency rating, on which go per cent. of you are 
extending credits, and that is the fact that all ratings which are based 
on human ingenuity are subject to failure; and therefore unless the men 
who make that underlying rating on which you base your extension of 
credit are of high caliber, you are going to continue to have these millions 
of losses you are suffering from every year. I know whereof I speak, 
because I know positively that 25 per cent. of the mercantile agency 
men in Philadelphia alone are not fit or proper men for their jobs— 
with all respect to your National Committee on Mercantile Agency work, 
and the co-operation they are getting from the credit men. 


President Salisbury—This resolution has been offered and seconded 
and we may consider it before the other resolutions. Are you ready for 
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the question? All in favor of adopting the resolution will say “Aye.” 
Contrary, “No.” The “Ayes” have it, although the vote is close. 

C. C. Robertson, St. Louis—I have had considerable experience in 
this mercantile agency situation, because I was chairman of the National 
committee recently, and I feel that this is indeed a day for celebration. 
We have received a message that shows that one of the great agencies 
has made an unconditional surrender. At the same time we must all 
feel that these improvements cannot come without cost to the subscriber. 
We are getting almost what we pay for at the present time, with the 
present system; and if we expect these mercantile agencies to keep up 
the improved service along the lines of this third resolution, we must 
expect to pay for it; but I, being from Missouri, must be shown. 

R. S. White, Chicago—It is not my purpose to criticise the report 
or the resolutions of this committee, but I would like the privilege of 
referring to the first resolution which recommends the return to the 
issuing office of any illegible, or any inaccurately written reports. That 
is good and is a rule we should comply with, all of us. But it seems 
to me that if we are going to return reports for defects, we should very 
reasonably go further and say that any report which fails to give the 
date of the various parts of the information contained in the report, or 
fails to contain information of value, should be returned. Let us return 
them for some vital reason if we are going to. I would rather supply an 
obvious word in the phraseology of a report myself, or go to the trouble 
of retabulating it, than to have a report that does not give me any 
information. Now, if the agencies cannot give us the information for 
the price that we pay, let us return their reports, because we buy reports 
that supposedly contain information, and then when it is found that the 
agencies cannot give the information, let them put the price to a point 
where they can give it, and let us insist on their giving it. I do not 
want to offer this as an amendment to the resolution, but I wish to get 
it before the meeting for consideration. 

Louis Grossman, Louisville—I do not agree with Mr. White at all. 
I think Mr. Flannery’s answer would fit well in that place—refer to 
your local committee and talk it over. On the spur of the moment you 
think what you want is not in the report, but I think a little study will 
often show that it covers the point of alleged error. 

The committee’s resolutions were then read and unanimously adopted. 


President Salisbury—We shall now have an address by A. H. Dobson, 
of Utica, N. Y., on “Co-operation, the Credit Man’s Chief Asset.” 


Co-operation, the Credit Man’s Chief Asset 
Appress By A. H. Dosson, Utica, N. Y. 


In accepting the invitation to speak on “Co-operation, the Credit 
Man’s Chief Asset,” I presumed it followed necessarily that I subscribe 
to the proposition that co-operation is the credit man’s chief asset. Now, 
I am willing to do that only on condition that co-operation is entered 
into in a certain frame of mind under certain conditions, and that such 
standards are carefully observed ; and my remarks will therefore bear to a 
certain extent at least upon what might be termed the conditions 
applicable to the case. 

The dictionary says that co-operation is “The act of working or 
operating together to one end.” If we stop to consider this exact meaning 
of the word, we at once become conscious of the fact that the principle 
of co-operation has entered into the lives of the inhabitants of this world 
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in some way ever since the beginning of time. This applies equally to 
the entire domestic, social and commercial structure, but it is more par- 
ticularly in its relation to the latter that we as credit men are supposed 


“to be interested. 


There always have been, and always will be, results that can be 
more easily accomplished by organized effort than by individual endeavor, 
and it is with this thought in mind that the usual co-operative arrange- 
ments are entered into. 

But if you will give the matter a little thought you will at once 
realize that aside from these definite arrangements this same principle 
permeates nearly all of our business relations. 

While competition is said to be, and undoubtedly is, the life of 
trade, at the same time, underlying and involved in.every commercia! 
transaction is the spirit of co-operative effort. The business relations 
of the manufacturer, the wholesaler and the retailer are so interdependent 
that they must of necessity co-operate in order to succeed, while all are 
obliged to work in harmony with the banker and the dealer in trans- 
portation if the best results are to be obtained with the complex com- 
mercial organization that exists today. 

I have absolutely no sympathy or consideration for the man of 
boasted independence. In fact, I have yet to meet or learn of a person 
who could consistently lay claim to anything even approximating such 
a State. 

Regardless of the fact that we may be competing in the sharpest 
possible manner with our brother merchant, it still remains true that con- 
sciously we are at the same time co-operating with him. In negotiating 
a sale to one of your customers or in making a purchase, there may be 
keen competition as to prices, terms, etc., but at the same time are you not 
co-operating; are you not “working together to the same end,” viz: 
the making of a contract between you that shall be mutually profitable? 

In fact, unless a man establishes himself on some desert island and 
lives absolutely alone, I fail to see how he can avoid entering into co- 
operation in some manner with some of his fellow beings. 


But greater stress has been laid upon the importance of this principle 
in recent years than ever before. We find that by developing the spirit 
of co-operation more fully we can eliminate much of the waste incident 
to the machinery of our modern business and social life. The old creed 
of “every man for himself” has given place to the more liberal minded 
policy of the “greatest good for the greatest number,” and we are now 
beginning to realize that what is best for the greatest number, is also 
best for each and every one of us individually. 

It is my firm belief that in no Jine of work, in no field of endeavor, 
can the policy of co-operation be employed to such great benefit or 
brought so nearly to perfection as in the work of the credit man. 

Now there are numerous ways in which a‘credit man may make 
use of this co-operative principle to the advantage of himself and the 
interests he represents and to the benefit of his profession at large, 
and I shall not attempt to cite more than a very few of them. I am 
convinced, however, that quite frequently in our anxiety to gain some 
temporary advantage and in the strenuous race for the “mighty dollar” 
some golden opportunities are overlooked, and I am also of the opinion 
that at some times we think we are co-operating, when as a matter of 
fact we are simply trying to get something for nothing. 

Probably the first thing that would occur to the average credit man 
in connection with co-operation is the exchange of ledger experience and 
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similar information with other members of his profession. This prac- 
tice is of incalculable value if carried out in the proper spirit. It is a 
practice that has been consistently advocated by this Association ever 
since its inception, and I very much fear that because of this fact, a 
misconception in reference to it has grown up in the minds of some 
of our members. If this misconception is not eradicated and if we do 
not exercise great care in the manner in which we make use of this 
extremely valuable privilege, there is great danger that our campaign 
of education along these lines will receive a set back that it will take 
many years to overcome. In order to obviate the possibility of such 
a contingency there are some points that we should thoroughly bear in 
mind. In the first place, we should remember that this practice is simply 
and solely an exchange of courtesies, and that membership in this asso- 
ciation does not carry with it the right to demand from any other 
member information that for any reason whatsoever he does not choose 
to give. I know of my own personal knowledge that there are some 
members who, while they are pleased to give their unqualified moral 
and financial support to the work of the organization in all other branches, 
will not open up their books to other credit men except where they have 
the express permission of the customer whose account is inquired about. 
Now while some of us may feel that this is a mistaken policy, and 
while it is within our province to make every effort to convince 
that such is the case, at the same time, we must bear in mind that we 
have no right to demand that they take any position other than what 
is prompted by their honest convictions. We should also remember 
distinctly that it is not and never was intended that the membership 
directory of this Association should take the place of a mercantile agency. 

There has recently been brought to my notice a case that would 
seem to indicate that some members make a practice of sending out 
inquiries on every initial order they receive, to every member in the 
directory whom there would be any probability of having sold the party 
inquired about. I am free to say, that personally I view such tactics 
as a gross violation of this spirit of exchange of trade experiences as 
advocated by our Association. I have sometimes wondered if these 
parties ever heard of Dun’s or Bradstreet’s. 

The case mentioned was reported to me by a member who, while 
he very rarely makes inquiries himself, is perfectly willing to reply to 
them within any reasonable limits. He became so thoroughly disgusted 
that he tendered his resignation, and it was only upon my urgent per- 
sonal solicitation that he finally withdrew it. I cannot believe that it 
is at all necessary to send out a lot of inquiries to the trade on every 
initial order of $25 or less, or that any desirable ends can be served by 
such practice. 

Practically all of the results of the activities of this Association 
illustrate the value of organized effort, the key-note of our entire work 
being co-operation. 

We are still struggling with the problem of improved mercantile 
agency service. It is still below the standard set by this Association as 
ideal, and we feel that many improvements are possible, but who is 
there among you, especially of those whose experience extends back 
for a period of fifteen or twenty years, who does not know that great 
progress has been made along these lines. I think you will all admit 
that the results already attained, at least to a great extent, would have 
been absolutely impossible, and further results extremely doubtful, with- 
out co-operation. And by this I mean co-operation in a broad way, not 
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only as between the members of our Association, but between the Asso- 
ciation and the agencies, and also between each individual subscriber 
and the agency whose service he employs. 

There are many men in this room who undoubtedly have a very 
vivid recollection of the chaotic state of our collection laws that existed 
some twenty or twenty-five years ago. Such as have will fully realize 
the improved conditions under which we are now doing business. We 
have our National Bankruptcy Law, passed and afterward amended, 
our Bulk Sales Laws, and we are now getting our False Statement Laws. 
In addition, it now begins to look as if we were to succeed in getting a 
Banking and Currency Law that will more fully meet the needs of this 
great country of ours. 

We have experienced a steady and very marked improvement in 
business methods generally. More attention is yearly being paid to the 
necessity for adequate fire insurance, proper books of account, correct 
methods of figuring expense rates, costs of production and various 
other items that have heretofore frequently entered too largely into the 
unnecessary waste that has encumbered and clogged the commercial 
machinery, preventing it from running as smoothly as it should, and 
contributing to that present serious problem—‘the high cost of living.” 
There is absolutely no question but that much of the progress made 
may be attributed to the policy of concerted effort, advocated and con- 
sistently followed by the National Association of Credit Men. 

But all this refers only to organized endeavor in a large way, 
and while this is well, and while we should do everything in our power 
to foster the spirit of co-operation among our fellow workers on the 
outside, we should none of us lose sight of the fact that “charity begins 
at home,” and that there is ample opportunity for every credit man 
to develop this same principle of co-operation among the various de- 
partments of his own business organization. Owing to the peculiar 
nature of the work of the credit man, the value of this principle has 
been impressed more strongly upon his mind than upon the minds of 
the workers in any other line of business endeavor, and because of 
this fact, it is encumbent upon him to take the lead if he hopes to have 
the policy adopted and consistently followed by the other departments 
as well as his own. He will be obliged to make many advances him- 
self, and will meet with many discouragements, but this should not 
deter him from continued effort to bring about the desired results. 


This is an age of specializing, and unless guarded against very 
carefully, specializing is apt to cause one to get into a rut and become 
narrow minded. If we get into a rut-we are liable to magnify our own 
troubles and overlook the fact that other people have difficulties to con- 
tend with that are just as serious as ours. In specializing it also fol- 
lows, necessarily, that each man is obliged to concentrate his mind on 
his own particular line of thought to the exclusion of much knowledge 
of what is necessary in the conduct of other lines of work. We should 
bear in mind that if this is true so far as we are concerned, it applies 
equally to others. 


Even among men who are connected with the largest business houses, 
there are very few who have the slightest conception of the number of 
points it is necessary to consider in order properly and intelligently to 
pass upon a credit risk according to modern, up-to-date standards. If 
we are to derive the full benefits of co-operation it is necessary for us to 
take into consideration this condition of mind—this point of view—of the 
other fellow. This is particularly important so far as the sales depart- 
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ment is concerned, and it is in our co-operation with every member of 
this department, from the sales manager down, that we may, if we handle 
the matter in a broad-minded spirit and exercise the necessary degree 
of patience, derive the greatest amount of benefit. 

We must bear in mind that a salesman’s entire training and experi- 
ence has been radically different from ours, but we can make of him a 
valuable ally if we go about it in the right way. We must not only listen 
carefully to all he has to say about a customer, old, new, or prospective, 
but we must get and retain his confidence and make him understand that 
any information he gives us is carefully considered and given full weight. 
In order to convince him of this it may be necessary at times to show 
him all the facts on which we base a decision and to explain to him the 
process of reasoning by which we arrive at our conclusion. 

One of the first things to do is to impress upon him the inviolability 
of all information used in your department. Impress upon him not only 
the fact that any information you give him must be in absolute confidence, 
but also that any information he gives you will be treated in the same 
manner. Explain to him the necessity of being more conservative in 
extending credit at some times than others, and teach him so far as pos- 
sible the broad principles on which credit is based. 

Also show him the importance of adequate fire insurance, correct 
books of account, proper cost systems, etc., so far as his customers are 
concerned. Get him to observe the habits and business methods of a 
customer and the condition in which he keeps his stock, and when he 
transmits this information to you do not fail to impress upon him the 
fact that it is of great value to you and that you fully appreciate the 
effort he has made to obtain it. 

The salesman comes in frequent, direct contact with the customer, 
many times they become warm personal friends, and as a result he is 
often in a position to suggest improvements in the customer’s business 
methods, which if offered by the credit man would be looked-upon as the 
dreams of a theorist.and .probably received with scant courtesy. 

I know there are some credit men who do not believe in this policy, 
and who feel that to take all of the trouble involved in the course I have 
mentioned would, in many cases, be a waste of time, but I am confident 
that such is not the case, and my own experience certainly supports me 
in this opinion. Any man of a mental caliber such as would make a good 
salesman could easfly be made to understand and appreciate your posi- 
tion. Once arrived at that point, and once you have his full confidence, 
you will find him co-operating with you to the fullest extent possible, and 
you will be doing “team-work” that will surprise you. I know you will 
all admit that such a result would be well worth considerable time and 
trouble. 

Of course it goes without saying that we should work in close har- 
mony with the head of the sales department at all times. In fact, the 
heads of the credit and sales departments in order to obtain the best 
results should be in consultation almost from day to day. It is my belief 
that in neither line of work has a man arrived at his best until he feels 
fully as much responsibility for the other department as he does for 
his own. That may sound to you like a pretty strong assertion, but I 
am convinced that it is sound in principle. 

Now I have given you some concrete examples of the benefits to 
be derived from co-operation, but there is something more than all this, 
something intangible that is difficult to describe. There is a broadening 
of our mental vision, a spirit of tolerance for the faults of our fellow 
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men, together with a feeling of sympathy for them in their misfortunes 
and a realizing sense of the fact that no man is sufficient unto himself. 
When we arrive at this state of mind we will derive the full benefits of 
our policy of co-operation. 

But we will arrive at this state of mind only when we learn that a 
very necessary part of co-operation is a realizing sense of individuai 
responsibility. Co-operation is all very well so long as we do not allow 
our minds become possessed of the idea that it can take the place of 
personal obligation. The credit man who enters into co-operation with 
others from selfish motives and with the idea that he is to get something 








HARRY P. BOYD 
National Bldg. Supply Co., Baltimore, Md. 
Director 


for nothing, ‘or to obtain more than he gives, is doomed to disappoint- 
ment ; but if he keeps in mind the fact that the essence of all co-operative 
effort is the greatest good for the greatest number, that no man is suffi- 
cient unto himself and that a necessary part of co-operation is an ade- 
quate sense of personal responsibility, not only to others, but to himself 
and his conscience, he will find that co-operation is indeed his chief asset. 

Mr. Dobson’s paper was received with great applause. 

Recess was then taken until 9.30 o’clock A. M. next day. 
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THIRD DAY 
Thursday, July 19, 1913 
MORNING SESSION 


The morning session of the third day was called to order by Presi- 
dent Salisbury at 9.30 o’clock A. M. Rabbi David Philipson, Ben 
Israel Temple, Cincinna‘*i, pronounced the invocation. 

Secretary Tregoe—I have a few announcements to make. We have 
received the following telegrams: 


St. Louis, Mo., June 17, 1913. 
H. A. Beckers, 

Chairman National Credit Co-operation Committee. 

St. Louis Association of Credit Men is forging to the front by join- 
ing her sister cities at both ends of the Mississippi river in the establish- 
ment of a reporting bureau. Contracts are pouring in and solicitors are 
not only encouraged by the results of the work of yesterday, but are 
enthusiastic over the prospects. Our reporting bureau will become a 
reality before you get back to town. While I cannot be with you in 
person, I am in spirit. 

A. A. MAYNE, 
Chairman Credit Co-operation Committee, St. Louis ~ 
Association of Credit Men. 


Tacoma, Washington, June 17th, 1913. 

J. H. Tregoe, 
Secretary National Association Credit Men. 
At to-nights monthly meeting of the Tacoma Association of Credit 
Men it was unanimously voted to send greetings to National Associa- 
tion now in session. We are heartily with you in spirit if not in presence. 


(Signed.) J. H. Weer, President. 


Denver, Colo., June 17, 1913. 
J. H. Tregoe, 

Sec’y and Treas., etc. 

Greetings from Denver Credit Men’s Association. We sincerely 
hope this convention will be the most successful ever held by the National 
Association. The election of Mr. Harry J. Thomas as a director of the 
National Association will more than please the Denver association. 


WILiiAM H. Wytte, President. 


President Salisbury—The president and secretary recognize that 
due to responsibilities of the convention, it has not been possible to 
greet a large number of the visitors and delegates whom we would like 
to have met. We both desire to meet personally and to shake hands 
with every delegate and visitor to this convention to whom we have not 
had the pleasure of extending this greeting. So at the close of ‘this morn- 
ing’s session we very cordially urge every one to whom we have not 
spoken, to meet us in room 200, and let us there look into your faces 
and say “how-d’ye-do” to you. (Applause.) The first order of business 
will be an address by Prof. W. A. Scott, of the University of Wisconsin, 
on the subject of “Banking and Currency Reform.” (Great applause.) 


571 





AS SS 


a 
is 
f 
t 
i 
ie 
‘ 


Banking and Currency Reform 


ApprEss By Pror. W. A. Scott, UNIVERSITY OF WISCONSIN, 
Mapison, WIs. 


‘The advocate of reform is in duty bound to show cause for action. 
The presumption is always in favor of the status quo. I must therefore 
begin my address with an account of the defects in our present banking 
and currency system. 

One of these is our independent treasury system. Nearly three 
quarters of a century ago, the government of the United States decided 
to transact its financial affairs without the use of the banking institutions 
of the country. It was impelled to this action by the loss and incon- 
venience which it had suffered in consequence of the failure of many of 
its depository banks in the crisis of 1837, and the suspension of specie 
payments by all. 

At that time it established vaults in several important cities of the 
country, decreed that in the future all receipts should be paid directly 
into those vaults as soon as possible after coming into the hands of 
its receiving officers, and that all expenditures should be paid directly 
from these vaults on drafts issued by the Secretary of the Treasury. 
It further decreed that in the future all dues must be paid either in 
specie or in those forms of currency issued exclusively by itself, and 
that all expenses must be paid in the same forms of currency. 

This attempt completely to divorce its financial affairs from those 
of the rest of the country resulted in financial disturbance almost from 
the beginning. The reason is not far to seek. Under the system at that 
time inaugurated, whenever its receipts exceeded its expenditures, money 
was taken out of circulation and placed under lock and key in the gov- 
ernment vaults. Whenever that condition continued for a considerable 
period of time, the amount of funds thus removed from the uses of 
the country increased and at times became alarmingly great. When- 
ever its expenditures exceeded its receipts, funds previously accumu- 
lated were poured out again upon the market. The necessary effects 
of the system, therefore, were to produce an alternation of monetary 
stringencies and monetary surfeits. 

When the war between the states broke out, and it became evident 
that large sums of money must be raised by means of loans, a modifica- 
tion of the system was absolutely necessary. It was evident to all that 
the accumulation in the vaults of the government of perhaps a hundred 
million or more of currency, as the result of a bond issue, and the keep- 
ing of that amount from the uses of agriculture, industry and commerce 
of the country for even a short period of time would certainly bring 
on a financial catastrophy. When our national banking act was for- 
mulated in 1863, therefore, a clause was included authorizing the Sec- 
retary of the Treasury at his option to deposit in national banks any 
of the funds of the government except duties on imports, provided na- 
tional banks would purchase government bonds and deposit them with 
him as security. In recent years that clause has been modified, so that 
at the present time the Secretary of the Treasury is authorized to deposit 
in national banks any of the funds of the government, no matter from 
what source derived, and to deposit as security other bonds rather 
than government bonds, generally speaking, those which are available 
for savings banks investments in the New England states. 

This modification of the independent treasury system that was 
established in 1846 has mitigated to some extent the evils that were 
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early experienced. It has come far short, however, of’ entirely remov- 
ing these evils. In the first place, the Secretary of the Treasury has 
never kept on deposit in national banks any of the funds of the govern- 
ment except surplus funds. Those required for every-day running ex- 
penses have always been, and still are, kept in government vaults. These 
funds amount to from one hundred to two hundred and fifty millions 
of dollars. As the system is administered, therefore, we keep all the 
while under lock and key, and withdrawn from the uses of the indus- 
tries of the country, that enormous sum of money. 

The chief defect of our independent treasury system at the present 
time, however, is the fact that it places:the money market under the 
direct influence of the Secretary of the Treasury. He has complete 
freedom at practically every point in the administration of this system. 
It is he who decides whether or not funds accumulated in government 
vaults shall be deposited in national banks. It is he who decides which 
uf the national banks of the country shall serve as public deposi- 
tories. It is he who decides in which of these depository banks he will 
place the funds which he decides to take out of the treasury, and how 
much he will give to each. It is he who decides when funds already on 
deposit with the banks shall be removed and returned to the treasury, 
and how much shall be taken from this institution and how much from 
that. 

In the exercise of his authority in these fiarticulars, the banks of 
the country, and through them its agriculture, industry and commerce, 
are tremendously interested. The removal of millions of dollars from 
the treasury and their deposit in banks increases the reserves of the 
banks to just that extent and increases their loaning power to from four 
to six times that amount. The withdrawal of millions from the banks 
to the government vaults decreases the banks reserves to just that extent, 
and decreases their loaning power to from four to six times that amount. 
In view of an influence of stich tremendous magnitude as this, therefore, 
the banks are obliged to take account of the way in which the Secretary 
vf the Treasury will use his authority. On this point, however, they 
have absolutely no information, and do not and cannot know in advance 
what he is going to do. Indeed he does not know himself. He acts, 
when occasion for action arrives, and as his best judgment at the time 
dictates. No two secretaries of the treasury have followed the same 
policy in their administration of the system, and the Same secretary has 
frequently changed his policy many times during his administration. 

The result of all of this is that the banks are obliged to speculate in 
tegard to the action of the Secretary of the Treasury in the administra- 
tion of the independent treasury system. That is to say they must 
make the best guess they can as to what he is likely to do, and if they 
guess wrong, harm is certain to result. If, for example, they conclude 
as a result of their best judgment, that he is likely to increase his deposits 
with them and act accordingly, i. e., increase their loans in the expecta- 
tion that their reserves are to be increased from this source, and the 
secretary fails to do as they expected he would, they find themselves 
in an overloaded and over-expanded condition. On the other hand, if 
they conclude that he is likely to withdraw from them funds already 
on deposit and act accordingly, that is, cut down their loans in the 
expectation, that their reserves are to be depleted, and the secretary fails 
to act in accordance with their prognostications, then they have unneces- 
sarily interferred with the industry of their customers—unnecessarily 
disturbed industrial conditions. 
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To make a long story short, here is an institution which came into 
existence nearly three-quarters of a century ago, and as a result of 
circumstances which could not possibly occur again in our history, an 
institution which from the beginning has been a disturbing influence 
to the commerce and industry of the country, and we still have the 
institution with us. Must we keep it always? 

A second defect in our currency system is bond secured national 
bank notes. We owe these notes to the financial exigencies in which 
the Washington government found itself soon after the outbreak of the 
war between the states. Additional revenues had to be provided and 
that suddenly. It had tried the expedient of inconvertible notes and 
their rapid depreciation suggested the necessity of some other revenue 
device. It was not possible apparently at once largely to increase 
revenues by means of taxation. There was no market for government 
bonds, because the very existence of the government itself was threat- 
ened. On the suggestion of the Secretary of the Treasury, therefore, the 
device of forcing the banks of the country to ‘purchase government 
bonds as a condition of issuing notes was adopted, and our national 
bank system was the result. 

Ever since that time we have had a currency which has been abso- 
lutely unresponsive to the varying currency needs of the country. It 
consists of four main elements, one of gold, one of silver, one made up 
of the legal tender notes which were issued in the early part of the 
war, and one of national bank notes. The gold element of our currency 
fluctuates constantly in volume. It increases with the output of our 
gold mines, and when our imports.of gold exceed our exports. It de- 
creases when the output of our gold mines declines, and when our 
exports of gold exceed our imports. There is not the slightest con- 
nection, however, between these fluctuations in the volume of the gold 
elements of our currency and the fluctuations in our currency needs. 

These latter fluctuations are perfectly regular. The most important 
of them are seasonal. It requires hundreds of millions more currency 
to transact the buSiness of this country in the fall of the year and in the 
spring of the year than in midsummer and in midwinter. There are 
also fluctuations which cover a long series of years, twenty or more. 
Ever since our national history began, we have had credit cycles, so 
called. In the first, fifteen or eighteen years of such a cycle, the amount 
of business transacted, and consequently the amount of currency re- 
quired to transact it, is each year greater than that of the preceding year. 
Then comes ‘a commercial and financial crisis which is followed by a 
series of years in each of which the amount of business transacted, 
and the amount of money which is required to transact it is less than 
that of the preceding year. 

The gold element of our currency, however, in its fluctuation, has 
no reference either to these seasonal fluctuations in our needs or to these 
fluctuations which characterize the credit cycle. We are just as apt 
to have a maximum of gold circulation at those periods of the year or 
at that time in the credit cycle when our needs for currency are at the 
minimum as to have the maximum gold currency and the maximum 
need coincide with each other. 

The silver element in our currency amounts to something over five 
hundred millions of dollars and is practically stationary. -There has 
been no considerable addition to it since we coined the last of the silver 
bullion that was purchased under the authority of the Bland and the 
Sherman acts. This element, therefore, does not adjust itself to any 
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changes in our currency need, but remains the same year in and year out. 

When we resumed specie payment on the first day of January, 
1879, there remained in circulation three hundred and forty-six millions 
and some six hundred odd thousands of dollars of the legal tender notes 
that were issued during the war period. The volume of these notes 
has not changed one dollar in amount from that day until this, and will 
not change until Congress sees fit to legislate concerning these notes, 
and for such legislation there is no prospect. Here then is another sta- 
tionary element in our currency which fails to adjust itself in any way 
to changing currency needs. 

There remains for consideration our national bank notes, which, 
like the gold element in our currency, constantly fluctuates in volume. 
It increases with the increase in the number of our national banks, the 
law requiring that when a new national bank is organized, it must invest 
a certain proportion of its capital in government bonds. Those bonds 
are deposited with the Comptroller of the Currency, and notes issued 
against them. Since the number of the national banks grows steadily, 
our national bank circulation increases from year to year. Another 
cause of fluctuations in our national bank note circulation is fluctuations 
in the price of government bonds. When these prices fall, national 
banks find it profitable to purchase additional quantities and to increase 
the amount of their circulation. When they rise, national banks find it 
profitable to retire a portion of their circulation and get back their bonds 
in order to sell them upon the market and to realize the difference 
between the price at which they purchased them and the higher price 
ruling on the market at the time. Our national bank circulation, therefore, 
fluctuates with great regularity with the price of government bonds, but 
there is no more connection between these fluctuations and our currency 
needs than there is between the fluctuations in the volume of our gold 
currency and our currency needs. 

Taking our currency as a whole, however, consisting as it does of 
two elements which constantly fluctuate in volume, but from independent 
causes, and of two which are stationary, as a whole, it completely fails 
to adjust itself to our varying currency needs. In fact, in its fluctua- 
tions it is just as apt to aggravate as it is to alleviate those needs. We 
are just as apt to have the maximum volume of our currency at the time 
of minimum need, and the minimum volume at the time of maximum 
need, as we are to have the maximum need correspond with the maxi- 
mum volume, and vice versa. 

The consequences of this failure of our currency to adjust itself 
to our needs is that with great regularity during the: seasons of 
greatest demand, notably in the fall of the year, the volume of our 
currency is inadequate to meet our needs. The result is that the 
persons whose business it is to finance the moving of our crops are 
unable to command the resources necessary for that purpose. A 
depression of prices follows accompanied by enormous losses on the 
part of those who are obliged to bring their crops to market at that 
particular season of the year. 

In the seasons of minimum need we have more currency than 
is required. It finds its way into local banks through the process 
of deposit. Finding no use there, it is transferred to the reserve 
centers and by them to the only market in the country where funds 
can be loaned at call, 4. e., to the stock exchange of New York City. 
The necessary effect, therefore, of a currency like ours, which fails 
to adjust itself to our varying currency needs, is the retardation of 
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the legitimate industry of the country during the period of maximum 
demand, with resulting great losses to the producers of the country, 
and during the seasons of minimum demand the stimulation of that 
industry, which we would all agree least deserves and needs stimv- 
lation, namely, speculation on the New York stock exchange. 

A third serious defect in our currency system is our present 
method of administering bank reserves. We have in this country in 
the neighborhood of twenty-five thousand bank institutions, each one 
of which is obliged by the conditions under which it operates, as well 
as by law, to keep locked up in its vaults an amount of currency 
varying from six to twenty-five per cent. of its deposits. In the 
aggregate the amount of currency all the while under lock and key 
in the vaults of our banking institutions is in the neighborhood of 
a billion and a half of dollars. This enormous sum is absolutely 
removed from any possible use of the agriculture and industry and 
commerce of the country. Our banking laws prescribe that when 
the reserve of a bank falls to the minimum prescribed, it must imme- 
diately stop discounting, which means that it cannot loan a dollar 
to any person, no matter how great his need, how important the 
industry he may represent, or how good the security he may be able 
to offer. 

This enormous sum of money is not even available for use in 
times of stress. In fact it can only be used after banks have gone into 
the hands of receivers and the process of financial liquidation has begun. 

This system of administering our bank reserves is chiefly responsible 
for the bank panics, or financial panics as they are sometimes called, 
which so frequently afflict this country. This and every other great 
commercial country is subject from time to time to commercial disasters 
caused by the failure of commercial or banking institutions or both. 
When such failures occur, banks and business concerns commercially 
connected with the failed concerns, are necessarily embarrassed. In this 
country under such conditions a bank panic is likely to result. It is 
certain to result if the disturbance is of considerable magnitude, for the 
reason that the amount of reserves held by the banks immediately 
affected, is inadequate to meet their demands, and there is no means 
provided under our system by which they can increase their cash 
resources by the sale or discount of their portfolios. The result is that 
when such an event occurs, the banks in the affected region speedily call 
in their balances from their reserve agents, collect loans from their 
customers as fast as they fall due, and throw upon the stock market such 
bonds as they may possess and as are salable. Banks in their vicinity, 
instead of coming to their assistance, fearing that the pressure will come 
upon them, hoard their reserves, call in their balances, and cut down their 
loans to customers. This transmits the pressure in a greatly aggravated 
form to the reserve cities, the banks of which are obliged to-adopt the 
same practices, and these centers in turn transmit the pressure to the 
central reserve cities. Thus the banks of the whole country are thrown 
into a panic, the result of which is failure of thousands of perfectly 
sound business concerns and frequently the temporary closing of the 
doors of perfectly sound banks and the general suspension of specie 
payments throughout the country. 

Another feature of our reserve system is worthy of consideration in 
this connection. In addition to the 6 per cent. of its deposits which 
every country bank is obliged to keep locked up in actual cash in its 
vaults, it must keep there 9 per cent. more in actual cash or it is pef- 
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mitted to keep this amount on deposit with its reserve agents in the 
so-called reserve cities. Likewise the banks in the reserve cities, in 
addition to the 12%4.per cent. of their deposits, which they must keep 
under lock and key in actual cash in their vaults, must keep 12%4 per 
cent. more there, or may keep that on deposit in banks in the central 
reserve cities. The general practice of banks is to keep this portion of 
their reserves on deposit elsewhere because they get a small rate of 
interest upon it in that case, whereas if they kept it locked up in their 
vaults, they would get nothing from it at all. 

The banks which hold these reserves subject to the call of the 
banks which deposit them, must obviously invest them in such a form 
that they can be recalled at any moment. There is only one market in 
the country in which investments of this kind can be made, and that is 
the Call Loan Market of the New York Stock Exchange. The result, 
therefore, of this feature of our reserve system, is the sending of 
hundreds of millions of funds to New York City for investment in 
speculation on the New York Stock Exchange. These funds are just 
as effectively removed from the uses of the agriculture and industry and 
commerce of the country as they would be if they were under lock and 
key in the vaults of banks or of the United States government, because 
the only use to which they can be put is this one very special use, that 
of the purchase and sale of stocks on the New York exchange. ; 

In addition to the cash which it keeps locked up in its vaults, and 
the funds which it keeps on deposit with its reserve agents, every bank 
in a reserve city and thousands of country banks realize that they must 
keep on hand some high-grade securities which can be thrown upon the 
market in case of need. At the present time the only class of securities 
which answers this need is a high-grade bond which is listed upon our 
stock exchanges. In the aggregate, therefore, the banks of this coun- 
try are obliged to carry, as a measure of safety, hundreds of millions 
of bonds of this class. The funds invested in these are also removed 
from the uses of the agriculture and industry and commerce of the 
country. By their investment in bonds they are devoted, not to the 
current processes of industry and commerce, but to permanent invest- 
ments, such as the construction of railroads, the digging of mines, the 
construction and equipment of factories, etc., etc. 

Considered as a whole, therefore, our method of administering 
bank reserves is the most wasteful and uneconomical, and inadequate 
that could possibly be conceived. No one can contemplate it in all of 
its aspects without realizing that its radical transformation constitutes 
one of the most serious of our present-day problems. 

Another defect of our system consists in the constant confusion of 
commercial with investment banking. Both of these forms of banking 
are not only legitimate but absolutely necessary in a great commercial 
nation like ours. The function of commercial banks is to furnish the 
greater part of the country’s medium of exchange and to distribute and 
administer that portion which is derived from other sources. The func- 
tion of investment banks, on the other hand, is to serve as an inter- 
mediary between those who have capital to invest and those who wish 
to employ it in industrial enterprises of a permanent character. Ob- 
viously the funds which are available for the use of investment banks 
are the savings of the community, and the capital which comes to us 
for permanent investment from foreign sources. 


Very few bankers in this country realize the distinction between 
these forms of banking, and most of them carry on both, sometimes 
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without being conscious of it. The ordinary bank arranges with its 
customers for a certain line of loans, and so long as the customer keeps 
within the line established does not inquire carefully into the purpose 
for which the borrowed funds are used. In establishing the line, the 
banker will make certain that the customer is good for that amount, 
and so long as he has that assurance considers his loan perfectly safe. 
He does not realize that when a customer, however great his property 
may be as compared with the amount of his loan, receives a current 
checking account against a loan, the proceeds of which he invests in 
a permanent form, he is endangering the bank. The ability of a com- 
mercial bank to carry deposit accounts to from four to six times the 
amount of cash that it keeps on hand depends entirely upon the off- 
setting of credits on its books; in other words, depends upon the use 
of the funds which it loans in the processes of current commerce, which 
will each day bring back into the bank in the form of cash or checks, 
a large proportion of the amounts which it credits as the result of its 
loans. If the banks of the country, as a whole, on a considerable scale, 
grant: checking accounts against investment loans, they are certain to 
have demands made upon them which they are unable to meet except by 
forcing liquidation through the sacrifice upon the market of their own 
securities or by forcing liquidation upon their customers. They usually 
manage their affairs in such a way as to be able to force liquidation 
upon their customers, because they usually refuse to grant loans for 
longer periods than from thirty days to six months or a year, even 
though they expect and do normally renew these loans when they fall 
due, so long as the customer keeps within his line. When these periods 
of liquidation come, therefore, they are able to refuse the renewal of 
paper which they ordinarily would renew without question, and thus 
to force the liquidation upon the customer. 


Here we recognize one of the chief causes of commercial crisis. 
Unconsciously through the practices of our banks, more funds are invested 
in permanent form than the current savings of the country and the 
importations of capital warrant. These practices may go on unnoticed 
for a series of years through the shifting of responsibility from one 
bank to another, but the time must come when liquidation is forced, and 
that is the time when the commercial crisis is at hand. 


We have heard much in recent times of a money trust which some 
claim exists in this country. Whether or not this is the correct term 
to describe it, a condition exists which deserves the serious attention 
of the country. Within the last fifteen years a process of concentration 
in the control of our great industries of national scope has been in pro- 
gress, which has resulted in the condition which most of our people have 
in‘ mind when they talk about the money trust. Fifteen years ago there 
were in this country in the neighborhood of two thousand independent 
railroad corporations operating about two hundred thousand miles of 
track, capitalized at about fifteen billions of dollars. These railroad 
companies are to-day practically all controlled by a small group of 
financiers in New York City. While this process of transformation in 
our greatest transportation industry was taking place, practically the 
same thing was happening in all our other gréat industries of national 
scope. We ordinarily refer to it as the trust movement, which is but 
another way of describing a movement by which, in all of our great 
industries of national scope, thousands of concerns which a few years 
ago were independently managed and in competition with each other, 
are now under the control of these same New York financiers. 
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The execution of these gigantic enterprises created a finanical prob- 
lem, the magnitude of which has never been approximated in this or any 
other country at any time in history. For the solution of this problem, 
our financial institutions proved entirely inadequate, and it became neces- 
sary for the financiers who were back of these enterprises to transform 
these institutions. They began by the construction of huge trust com- 
panies in the city of New York, which at that time were not subject 
to the same legal limitations as were the national and state banks. There 
followed a period of cut-throat competition between the trust com- 
panies, the national banks and the state banks, which resulted, as 
cut-throat competition always does, in the combination of these insti- 
tutions, and this combination was brought about by the very same men 
who had brought about the concentration of control in the railroads 
and in the trusts. We are therefore today confronted by two colossal 
confederations, at the head of one of which is the National City Bank 
of New York, and at the head of the other, the National Bank of Com- 
merce, each one controlling its share of the railroads, the trusts and the 



















































) financial institutions of New York City. On matters of great financial 
y importance to them, these two groups act in substantial harmony. 

n This condition has brought with it a serious problem. The bank 
y reserves Of the country which find their way to New York City for 
n investment in call loans on the stock exchange are deposited in, and 
Tr invested by, a small group of banks, every one of which belongs to these 
n two groups. The bonds in which the secondary reserves of the banks of 
ll the country are invested are for the most part the bonds issued by the 
is enterprises which these financiers control, and they must be sold, if at 
of all, upon a stock exchange which to a very considerable degree, these 
US financiers control. It is this condition of things that has placed the 

banks and other financial institutions and the railroads and trusts of 

is. the country in a state of semi-vassalage to a small group of men in 
ed Wall street, and it is this condition of things that is responsible for 
he the money trust investigation and for the deep concern which the people 
ed of our country feel over this matter. 

ne If my diagnosis of our financial ills is even approximately cor- 
nd rect, the lines along which reform must be sought are not difficult 

to trace. We are suffering from a wasteful, uneconomical, dangerous 

in reserve system, which places under lock and key the cash resources 
- of the country, and refuses to give them up at the time of greatest 
sas need. The problem is to get these resources out from their hiding 
jon places, and to make them available for use, not only in times of pres- 
vale sure, but in ordinary times. It is a great mistake to suppose that 
ous bank reserves are intended to be locked up and not used. They are 
ere simply that portion of the cash resources of the country which are 
ent to be used in a certain way and for a certain purpose, namely, to 
ae form the basis of that enormous credit mechanism which is operated 
onl by the commercial banks of the country. This machinery is essen- 
ee tially a unit, and the bank reserves of the country must be co-opera- 
n in tively used so that they may be made available at the time and in 
the the place and in the amounts that they are needed. 

onal We are also suffering from a currency which fails to adjust 
- but itself to our varying currency needs. The problem here is to supply 
vreat fg 22 element which will automatically adjust itself to these needs, in- 
veats Mg CTeasing as they increase, decreasing as they decrease. 







ther, We are also suffering from the confusion of investment and com- 


mercial banking: The problem here is to draw a sharp line between 
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the two, so that every banker will recognize it, and every business 
man as well. It is not necessary that we should separate into differ- 
ent institutions these different kinds of banking. There is no reason 
why both should not be performed by the same institution provided 
the distinction is kept clear, and the two lines of business are carried 
on in such a way that no more than the savings funds of the country 
are put into investments of permanent form. 

We are also suffering from the control of our banking reserves 
and through them to too large a degree, of our financial institutions 
through a small group of men, whose interests are primarily not in the 
agriculture, industry and commerce of the country, but in the carrying 
out of projects for the consolidation and centralization of control of 
our great industries, and in the stock market speculation which is the 
necessary accompaniment of such operations. The problem here is to 
take our banking reserves out from the control of these hands, or the 
hands of any other private interests and to put them into the control 
of the people of the United States. 

These problems are not peculiar to the United States of America. 
They have been met in one form or another in all the great commercial 
countries of Europe. Everywhere except in this country their solution 
has been found in just one way, and that is, in the central bank. The 
Bank of England, the Bank of France, and the Imperial Bank of Ger- 
many, in their respective countries, perform precisely the functions which 
I have just said ought to be performed here. In each one the central 
bank holds the bank reserves of the entire country. In each one the 
central bank acts as depository and disbursing agent for the govern- 
ment. In each one the central bank furnishes a national market for 
commiercial paper, in which any commercial bank that conducts a legiti- 
mate business can at any moment turn into cash the greater part of its 
resources. In each one the central bank is permitted to issue notes 
against these commercial securities and thus to furnish the country 
with a currency which is automatically elastic. In each one the control 
of the central bank is of such a character that its services are at the 
disposition of the commerce, industry and agriculture of the country, 
and without discrimination are available on the same terms to all sec- 
tions and to all classes of people. 

What progress have we made in the solution of this question in 
this country? When we were still smarting from the hurts inflicted by 
the crisis of 1907, Congress appointed a Monetary Commission and 
imposed upon it the task of studying these problems and devising a 
remedy. That commission devoted four years to its task, and a year 
ago last January made its report,,embodying therein a bill, the passage 
of which it recommended. That bill was the result, not only of the best 
thought and work of the men who constituted that commission, but of 
a vast array of expert talent drawn from all quarters of the globe. 


The plan of reform proposed in the bill, took account of our bank- 
‘ing history and of our conditions. You are all familiar with it. It 
proposed the establishment of local associations of banks and the grouping 
of these into regional associations, and the grouping of these regional 
associations into a national association with its head office at Washing- 
ton. The functions assigned to this organization of the banking institu- 
tions of the country were essentially the same as the functions performed 
by the great central banks of Europe—i. e., the rediscount of commer- 
cial paper for banking institutions, the holding and administration of 
the bank reserves of the country, the service as depository and disburs- 
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ing agent of the United States government, the issue of notes against 
commercial assets, and a system of control was devised which, in the 
opinion of the commission, and of most other persons who gave it care- 
ful attention, would prevent its domination by any group of interest. 

That measure was not perfect in all particulars. Indeed, it had some 
defects which, in my judgment, were serious, but in its main features 
it was excellent, the product not only of the experience of the world 
but of the special experience of our own country. It deserved a much 
better fate than has attended it. 

Since that report was published, we have passed through an exciting 
presidential campaign, in which the platforms of every party, with one 
exception, condemned the plan of the Monetary Commission. The result 
of that campaign was the transfer of the control of our national affairs 
to the Democratic party, the platform of which not only condemned the 
Monetary Commission’s plan, but ‘declared itself opposed to any plan 
involving a central bank. 

The problem which confronts us now, therefore, is a peculiarly 
difficult one. The world’s experience, and the judgment of the best 
expert talent which we have, indicate that the central bank is the proper 
solution of this problem. That, however, we cannot have. What shall 
we substitute in its place? Some solution must be devised. We cannot 
drift; we must not permit this country to pass through another great 
commercial crisis before our banking machinery has been radically 
modified. : 

Within the last few months much thought has been given to the 
solution of this question along the lines marked out by the Democratic 
platform, and I believe that one has been found. It is possible, I believe, 
to organize regional banks, which in their respective sections, shall be 
authorized to hold the reserves and rediscount commercial paper for the 
banks. These regional banks can then be provided with a central organ 
located preferably in the Treasury Department, which can serve them as 
an agent in the issue of notes against commercial assets, and in the co- 
operative employment of the bank reserves in their custody, and in 
performing such other services as are national in their character and 
beyond the power of regional institutions. 

It is not necessary that this central board shall itself have a capital 
or engage in the banking business. It could be purely an agent of the 
regional institutions, exercising a large degree of control over them. 
In no sense, therefore, need it be a central bank, but through its agency 
acting with the regional institutions, the various functions which I have 
outlined and the performance of which are absolutely essential for the 
future prosperity of our country, may be performed. 

At a recent meeting of the National Chamber of Commerce held in 
Washington, the chairman of a sub-committee of the Banking and Cur- 
rency Committee of the House expressed the opinion that the speedy 
accomplishment of banking reform in this country depends upon the 
attitude of its business men and bankers. He expressed the fear that 
the will and desire of the business men of the country had not yet made 
itself evident in Washington in such a way as to convince Congress that 
speedy action on this question was needed or desired. If that statement 
is correct, gentlemen, it behooves us to give heed and speedily to make 
known to‘our Congressmen and Senators the sentiments which we hold 
on this subject. I believe that if every business man and tanker in this 
country who feels that banking reform is a necessity, and that it should 
not be delayed, should make that fact known to his representatives in 
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Congress, we should have an adequate banking law placed upon our 
statute books before this special session has come to a close. Will you 


not do your share in bringing about this result? (Great and prolonged 
applause. ) 


E. F. Sheffey, Lynchburg—I have the honor to come from the city 
which is the home of the chairman of the House Committee on Banking 
and Currency, the Hon. Carter Glass. I had hoped it might be possible 
for him to be here to speak to this convention on this great subject. | 
can say to you, however, that he stands four square on the thought of 
giving the American people genuine reform touching this great question, 
and I am sure that that reform will be worked out in a manner that will 
be satisfactory to the American people. Mr. Glass is a business man 
who has helped us with reference to keeping on our statute books the 
bankruptcy law; helped us to change that law and make it a better law, 
and he will help us further in this connection. 

I want to move a rising vote of thanks to our friend from Wisconsin 
for the great address he has given us. 

Unanimously carried by a rising vote amid great enthusiasm. 

President Salisbury—The next order of business is the report of 
the Banking and Currency Committee, D. G. Endy, chairman, Phila- 
delphia. , (Applause. ) 

Mr. Endy—Before I read this report I want to say to you that this 
convention has at last struck its gait. We are now upon a subject that 
is of greater importance than anything that has been before this country 
since the civil war. There is no question about it. I want to say to 
you, do not let us slight this subject. If there is anything that we must 
sidetrack let us do it, but do not let us sidetrack the banking and cur- 
rency question. Before I start. reading I want to thank the board of 
directors and the officers and particularly Mr. Tregoe and Assistant 
Secretary Orr, for the great assistance they have given me in this matter. 
The great measure of success that we have attained in this banking 
and currency matter is due very largely to our genial secretary-treasurer 
and. his assistant, Mr. Orr. (Great applause.) 

There was a summary written for this report, but I am going to 
read the original report, if you will permit me. I will read the report 
as first written. 


Report of the Banking and Currency Committee 


To the Officers and Members of the National Association of Credit Men. 


Your Banking and Currency Committee has had an active year in 
the study of its subject and in the consideration of methods of arousing 
interest among the members in reorganizing our cumbersome, inadequate, 
and unscientific banking and currency system. 

Those who undertake to introduce into our banking and currency 
system changes which will give American commerce those features so 
much needed to protect against the tremendous cataclysm of money and 
credit panics such as paralyzed the country’s business in 1907, meet at the 
start two serious obstacles, first, that which for want of a better name we 
may call provincialism, the false idea of loyalty to one section as against 
a feeling of patriotism which overrides all sectional thought and second, 
a lack of enough information regarding economic and banking laws to 
sift out of the many proposals for reform those based on sound economic 
doctrine. Your committee has found in its work, however, that there 1s 
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ttle sectional thinking in our Association, our members generally, wher- 
ever located, appreciating the singleness of interest among the business 
men of the nation in all that pertains to credit and that the progress and 
upbuilding of all the states is a matter of common concern. 

The first problem which your committee tried to solve was to get 
the members to realize how far more important-to the merchants, manu- 


DANIEL G. ENDY 
Artman-Treichler Co., Philadelphia, Pa. 
Chairman, Banking and Currency Committee 


lacturers, and citizens generally is a scientific system of banking and 
turrency than it is to the banking fraternity itself for the committee 
lund it generally acknowledged that appeals for banking legislation 
ould go unanswered until business interests were awakened to the fact 
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that they were less able to take care of themselves in times of threatened 
suspension of specie payments than were the banks. The committee fel 
that it could best meet this problem by issuing primary leaflets so brief 
that they would take but a moment to read. In a subject the discussion 
of which quickly leads into technicalities and a demand for an under. 
standing of economic law, leaflet education has stern limitations but we 
have good reason to believe that our banking and currency leaflets, the 
first entitled “Why the Existing Banking and Monetary System of the 
United States Retards Commerce and is a Menace to Every Business 
Man,” and the second, entitled “What Must be Provided-by New Legis. 
lation if our Banking and Currency System is to be Made Adequate and 
Safe,” met a real need. They were widely distributed by our local asso. 
ciations and were given considerable publicity by the press. That they 
served to arouse interest among our members is indicated by the intelli- 
gent discussion of banking and currency reform among our local asso- 
ciations and the readiness with which these associations and _ their 
individual membership responded to our requests that their representz- 
tives and senators in Congress be addressed upon the need of a reorgani- 
zation of our fiscal arrangements. 


We believe the educational work which this Association and others 
have been carrying on has accomplished at least this much, that business 
mien quite generally understand the weaknesses which condemn the present 
system and do not have to be told by long argument, first, that our cur- 
rency is inelastic, that it neither decreases in times of depression and 
between seasons of heavy merchandise movements nor increases to meet 
the demands of crop moving periods; that is, has no such relation to 
trade as do checks drawn against deposits or acceptances arising out of 
legitimate business transactions; second, that our laws with reference to 
reserves force a condition during panic and threatening panic periods 
precisely the reverse of that which gives soundness and safety, namely a 
sudden gathering in of its resources by each banking institution causing 
the splitting up of the available reserves of the country into small units 
at the moment when there should be freedom and encouragement to 
co-operation and when reserves should be massed in one reservoir of that 
strength which inspires absolute confidence, a reservoir such as the 
wealth of this country makes easily possible ; third, the fact that there isa 
totally unscientific separation between the United States treasury and the 
commerce of the country, a separation which loads unnecessary burdens 
upon the people and has not infrequently put the treasury in a position to 
endanger the country’s industries; and fourth, that there is no fixed 
market for the rediscount of commercial paper to which bankers may go 
for relief when it is most needed. 


We believe that the activity of your committee along the lines of 
primary leaflet education in banking and currency has placed a large 
number of our members in a position to use their influence intelligently 
in urging forward to sound reorganization in this department and keeping 
off the statute books legislation not built on sound experience and 
principles. 

Feeling that the claims of our Association for recognition should 
be brought before Congress, your committee in December asked for an 
opportunity to appear before the sub-committee on banking and currency 
of the House of Representatives. An invitation was graciously extended 
by that committee and your chairman together with one member of the 
committee, Charles D. Joyce of Philadelphia, Secretary Tregoe, and 
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Assistant-Secretary Orr of the National Association had an all day 
session with the committee during which we endeavored to point out 
the reforms which we believe the business interests of the country require. 
We emphasized the peculiar interest of the Credit Men’s Association in 
this subject and the potentialities of the Association in helping to proper 
legislation. The treatment accorded your committee was all that could 
be asked and Chairman Glass repeatedly expressed the hope that there 
might be evolved out of the present discussion a banking and currency 
measure for the passage of which the Association in all its parts might 
extend its fullest influence. 

It was the sincere hope of your committee that we might have 
Chairman Glass with us at this time. He expressed pleasure in accepting 
our invitation to address this convention but just before we wrote this 
report, we received word from him that the demands made by his com- 
mittee work upon his time and strength forced him regretfully to cancel 
his engagement with us. 


Reports from Washington make it clear that both President Wilson 
and leaders in Congress recognize the prime importance of banking and 
currency legislation and that in all probability there will be offered before 
the present Congress, certainly at its first regular session and not unlikely 
at the special session, a bill which will be advanced as an administration 
measure. As we write this report, nothing authoritative as to the pro- 
posed bill has been given out though newspapers have given outlines of 
provisions which they understand are likely to be embodied in the bill. 
Your committee, however, does not feel justified in entering upon a dis- 
cussion of rumors but we express the sincere hope that President Wilson 
and the dominant party in Congress may look at this question unpreju- 
diced by the dictates of political expediency and insist upon giving to 
commerce and the people a measure which shall embody sound principles 
of elasticity; shall give mobility to reserves so that section will not be 
forced to struggle against section for reasons of self-protection; shall 
establish a scientific relation between the United States treasury, the 
government, and commerce such that treasury transactions cannot menace 
commerce as they heretofore have; and arrange for a fixed and depend- 
able market for the rediscount of commercial paper. 


Here is a question calling for the soundest patriotism and the broad- 
est statesmanship. In it there is no room for party consideration or 
party advantage. The National Association of Credit Men must insist 
with all its power that this be the spirit in which the authorities at 
Washington approach the most important question that has occupied their 
attention in recent years. 

Your committee believes it is essential that the Association urge 
upon Congress the necessity of implanting in the reorganized banking 
system a form of central control such as will give this country the power 
to protect its stock of gold and attract gold from other countries when 
needed and we can see no way in which this can be brought about through 
a regional system unless there be superimposed some central organization. 
The demand for the yellow metal in all the markets of the world such as 
we have been witnessing for several months is likely to continue indefi- 
nitely and the difficulties the nations are having in financing themselves 
makes it imperative that this country be put in a position to protect itself 
against such heavy. withdrawals of gold as we have recently been making 
at the behest of European financiers. 

And again, the Association cannot lay too much emphasis upon the 
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examination of our banking institutions. It should insist that provisions 
for most exacting examination be worked out and a new law enacted go 
that any tendency of our banks to overloan or to tie up their funds dan. 
gerously in a form which cannot be easily liquidated may be stopped 
before it is too late to prevent losses. 

The Banking and Currency Committee of the Association has an 
important duty. Let it continue earnestly to prepare the minds of the 
members that they may do their part in this great task of banking and 
currency reform. 

In conclusion we offer the following resolutions : 


I 
“Resolved, That the National Association of Credit Men in conven. 
tion gives its approval to the attempt of the Banking and Currency 
Committee to arouse the thinking business men of the nation to the neces. 
sity of a reorganization of our banking and currency system and heartily 
endorses the committee’s efforts along the lines of primary educational 
leaflets and urges that other leaflets along similar lines be issued. 


II 
“Resolved, That the Association continue to urge upon the President 
and Congress the necessity of prompt legislation looking to banking and 
currency reform and as an Association stand firmly for a strictly non- 
partisan treatment of the subject and insist that all classes and sections 
be given an opportunity to be heard in framing legislation ; 


III 
“Resolved, That the Association do all in its power to incorporate 
into any reform measure a proper method of protecting the country’s 


stock of gold against what is certain to become an increasingly insistent 
demand on the part of other nations of the world; 


IV 
“Resolved, That the Association stand for provisions requiring 
highly efficient examination of all banking institutions and giving power 


to the proper authorities to force every bank to do business along safe 
> ” 
— Respectfully submitted, 


Cartes D. Joyce, 

O. J. SANps, 

A. H. Decatur, 

G. W. WHITE, 

D. G. Enpy, Chairman. 


Mr. Endy interpolated the following as he read his report: 


No system will be perfect unless the United States treasury is taken 
out of the banking business. I am glad Professor Scott has dwelt on 
that. 

You might almost think Professor Scott had written this report. 
(Laughter. ) ; 

Mr. Endy—lI-move the adoption of the report and the resolutions as 
read ; but before any remarks are made on the subject I would ask your 
gracious permission just two minutes longer to read an extract from 
an article written by one of the ex-treasurers of the United States, 
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simply to bear out our friend who read this splendid address, that we 
must get rid of the United States treasury system as operated at present. ° 
This is an extract from an article written by Secretary McVeagh. 


TREASURY MENACE TO NATION’S TRADE. 
SECRETARY McVEAGH. 


No reform of our banking and currency system can be adequate 
which does not take the United States treasury out of the banking busi- 
ness. We have become so accustomed to the banking operations of 
the treasury that we have not realized how it has developed into a 
powerful central bank. The treasury has greater power and greater 
assets than the Bank of England, which for years has been the institu- 
tion at the foundation of international credit. The treasury is the strong- 
est bank in the world as regards metallic reserves. Its enormous store 
of the yellow metal is not approached by that of any of the great central 
banks of Europe. At one time the treasury was the greatest note-issuing 
bank, and it might become so again. 

The Bank of England, regarded throughout the world as the strong- 
est of all banking institutions, supports the great structure of English 
credit on a gold reserve of less than $200,000,000. Our treasury in addi- 
tion to $1,000,000,000 of gold held in trust against gold certificates, carries 
‘a net gold surplus varying from. $200,000,000 to $300,000,000. Our 
treasury’s hoard of idle gold, in other words, would support a greater 
bank than the Bank of England. 

Imagine the storm of indignation that would be aroused if the rail- 
roads of this country should insist on being paid for transportation in 
money, and then hoard this money for weeks and months in strong boxes. 
The gross receipts of our railroads are in the neighborhood of three 
billions a year. If the railroads hoarded their receipts in money for 
only four months they would pile up $1,000,000,000, or nearly a third 
of all the money now circulating in the country. If this money were 
taken out of the vaults of the banks, it would mean such a panic as no 
country has ever seen or ever will see. 

The funds held by the great European governments vary from 
$25,000,000 to $50,000,000. The coin bullion and paper money held as 
assets in the United States during the present administration has varied 
from $300,000,000 to $350,000,000. In other words, nearly one-tenth 
of all the money in the country is held idle in the treasury vaults. If 
this money were all deposited in the banks it would increase their 
reserves 20 per cent. 


Charles D. Joyce, Philadelphia—I second the motion to adopt the 
resolutions of the committee. 


President Salisbury—We shall now have the open parliament on this 
report, to be led by H. W. Hardy, Chicago, Ill. 

Mr. Hardy—After. Professor Scott’s able address, there is not much 
left for a layman to say. When a committee makes a report such as we 
have before us, it undoubtedly feels conscious of work well done. 

I have carefully read and-reread this report and approve every word 
of it,?and believe the committee has administered its work wisely and 
that its succeeding committee should carry it forward upon the same 
progressive lines. 

It is only through education that we can learn, and the education by 
pamphlet and addresses along the line of banking and currency reform 
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should be continued until we have a satisfactory law on our statute 
* books, one that will meet the needs of the merchant, manufacturer, farmer 
and banker alike. 

We witness the results of the lack of such a law every year and the 
country is at this time feeling its need and the President and Congress 
should see that there is no delay and that a law be passed before we 
reach another crop-moving period, for that is the time when we feel the 
inelasticity of our currency the most. 

This year we have as a safety valve the Aldrich-Vreeland Bill of 
1908, sometimes called the “Emergency Currency Bill,” but this bill 
will expire by limitation June 30th, 1914, which is only another reason 
why there should be some definite action by Congress this year. The 
protecting of our gold supply is part and parcel of our national currency 
problem and should most certainly be considered in any banking and 
currency reform legislation. 

The national banks of the larger cities are alive to. the benefits of 
frequent and thorough examinaiions and have besides the examination 
made by the National Bank Examiner, the clearing house examiner and 
in most cases they have their own auditors and if this rigid inspection js 
good for the larger national banks and it surely has been proven that it 
has been, it should be just as important that all banking institutions be 
examined often and thoroughly. 

This is a question that has been the subject of discussion by the’ 
legislators of many of our states and is too broad to discuss here at 
length, therefore, 1 want to second all four of your committee’s resolu- 
tions and earnestly recommend their adoption. (Applause. ) 

President Salisbury—J. H. Edwards, of Youngstown, Ohio, has a 
word on the subject matter of this report. 

Mr. Edwards—It seems very presumptious on my part to say any- 
thing after this exhaustive report and after the comprehensive and elo- 
quent address by Prof. Scott. It seems to me the last word has been 
said on this subject by the committee and by the speaker to whom we 
have listened. Surely in the estimation of the business men of the 
country, this is the leading question before the country to-day; at least 
it is one of the two leading questions. There may be some of us 
who consider another proposition of more importance, but we all agree 
that it is one of the two most important questions before.the country 
at this time, and as a member of the Association of Credit Men of the 
United States it is a matter of very great pride to me that the adminis- 
tration during the past year has been pioneering the situation along the 
lines of a discussion of this great question. 

It is a source of satisfaction to the National Adsociation that 
the interest that is now aroused in the banking and currency question 
is largely due to the officers and the committee of the National Associa- 
tion. 

There is no doubt but that some reform will be immediately started. 
and it is of very great importance at this time that the question be 
considered and approached and discussed entirely aside and apart from 
all ideas of party expediency or advantage, and I think the committee 
has covered the matter admirably in one ‘section of the report, where 
it says: 

“Here is a question calling for the soundest patriotism and the broad- 
est statesmanship. In it there is no room for party consideration or 
party advantage. The National Association must insist with all its 
power that this be the spirit in which the authorities at Washington ap- 
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proach the most important question that has occupied their attention in 
recent years. 

Might I inject here just a word for our own little home town? At 
our recent annual dinner we gave the entire session over to the dis- 
cussion of the currency and banking question, and we were honored by 
the presence of Senator Theodore E. Burton, of Ohio, member of the 
National Monetary Commission, and one of the most distinguished stud- 
ents of the question in the country at this time, and I have this letter 
from him. He says: 

“One gratifying feature of my trip to Youngstown has been the 
very wide attention given by the newspapers to the address on that occa- 
sion. To illustrate the very considerable mention made of your meet- 
ing, one of the most extended notices were in a Sacramento paper. I 
am thinking of publishing this address, and take it there would be no 
objection on your part.” : 


I very heartily second the motion to adopt the resolutions offered 
by the committee. 


George R. Barclay, St. Louis—I wish to offer the following resolu- 
tion: 


“Resolved, That there be forwarded by this convention to President 
Wilson, Secretary McAdoo, and congressional leaders, including Senator 
Owen and Representatives Glass and Henry, the following message by 
telegraph to-day: 


‘The National Association of Credit Men comprising within its 
membership a large fraction of the strong, progressive business houses 
of the country, recognizing the unjust and unnecessary penalty imposed 
upon business interests and enterprise of the nation through the uncer- 
tainties caused by the inadequate and unscientific banking and currency 
system, in order that our commerce may be safeguarded against unneces- 
sary waste, most respectfully petition that there be taken under serious 
consideration and enacted at this special session of Congress, a banking 
and currency measure which shall correct the inadequacies and weak- 
nesses Of the existing system. This demand does not arise from any 
selfish or unfair interest or combination, but from the recognition that 
the reform of our banking and currency laws is essential to the welfare 
of all the people.’ ” 


I move its adoption. 

Seconded. 

A. H. Dobson, Utica—I suggest that Mr. Barclay amend his resolu- 
tion slightly, where he refers to the Association as comprising a large 
fraction of business houses of the country, and instead made it read “the 
largest commercial organization in the United States.” 

Mr. Barclay—I accept that suggestion. 

Secretary Tregoe—We might amend it further by saying the largest 
commercial organization in the world. 

President Salisbury—If you don’t look out the secretary will get ‘it 
too large. 

Motion unanimously carried. 

Resolution unanimously adopted. 

President’ Salisbury—We shall now consider the report of the Com- 
mittee on Banking and Currency. 

Secretary Tregoe—I received a communication from Senator Bur- 
ton. If any of you have not read Banking and Currency Leaflets 1 or 2, 
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copies may be found in the registration room. These copies were sent 
to every member of Congress. 
The letter is as follows: 


United States Senate Committee on Immigration. 
National Association of Credit Men, June 16th, 1913. 

41 Park Row, New York City. 

GENTLEMEN—Kindly send me copies of your leaflets, I specially mean 
your Banking and Currency Leaflets 1 and 2. They contain in very brief 
space the essentials for reform in banking and currency; too much stress 
cannot be laid upon the fact that what is needed is to utilize bank re- 
serves forthe whole country. The currency problem, while important, 
is, I think subordinate to that. Yours respectfully, 


T. E. Burton. 


E, F. Sheffey, Linchburg—I move the adoption of the following 
resolution : 

“Resolved, That the secretary of this Association be and is hereby 
instructed to telegraph to the Hon. Carter Glass the regrets of this body 
that he was unable to be present in person and address this convention.” 


Motion seconded and unanimously carried. 
The resolutions of the committee were then unanimously adopted. 


President Salisbury—Oliver J. Sands, of Richmond, was to have 
delivered an address on “Commercial Paper as a National Asset,” but 
he is not present. 

His paper is made a part of these proceedings and is as follows: 


Commercial Paper as a National Asset 
Appress By O. J. SANDS, RICHMOND, VA. 


I have listened to many papers on this and kindred subjects, but 
when called upon to say something myself I feel very much like the old 
darky who was found leaning against the window of a country bank whose 
doors had been closed by order of the State Banking Department. The 
old fellow was in a most disconsolate mood. A gentleman approached 
and said, “Why, Uncle Jim, don’t take it so hard. This is not the first 
bank that ever failed. I see an account in the paper every now and then 
of some bank being forced to close its doors, so you are not the only 
one who has suffered.” Uncle Jim was very thoughful, but not consoled. 
He replied, “Yas, suh, I dun hear tell uv ’em befo’, but dis here de fust 
one to bust right in ma face!” R 

To arrive at a correct definition of commercial paper would seem 
to be the first requisite in discussing this subject. In this country we 
naturally say that a proper definition would be “the obligations of a com- 
mercial house based upon its quickly convertible assets, such as merchan- 
dise on hand and bills and accounts receivable,” that is, such paper as is 
‘sold by note brokers. Also the obligations or notes given for the actual 
purchase of goods or given to finance current business, payable within 
stich short or reasonable time as would ordinarily require these goods to 
be turned over to actual consumers for cash. Also bills or acceptances 
drawn against actual shipments covered by usual shipping documents. 

Some good authorities do not approve of the single name notes of 
merchants being called commercial paper for the reason that they are 
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given in round sums for borrowed money and usually run for a longer 
time than is generally conceded to be good banking practice—the length 
of time a truly commercial or trade note should run being ninety days; 
under no circumstances longer than one hundred and twenty days. 

It would seem that a merchant’s note, outstanding to the amount of 
good accounts receivable, as shown by the books of the merchant, repre- 
senting actual sales of merchandise or other commodities, should be con- 
sidered commercial paper just as real as if that merchant had taken a 
note from his customer for each sale maturing at the time his account 
is due. 

A mercantile loan must have within itself the power to liquidate at 
its maturity. By being based upon actual commodities which will be 
consumed or exchanged for other commodities within a given period of 
time, it automatically takes care of itself. 

For instance, a Brazilian merchant sells coffee and draws his draft 
against the purchaser in Cincinnati, that draft is accepted by bankers and, 
with accompanying documents, immediately credited to the shipper’s 
account.in Brazil. It is then sent to London and credited to the Brazilian 
banker’s account, sent from there to New York and collected upon the 
delivery of the commodity. A bill of exchange, a high form of commer- 
cial paper, is thus created. The merchant in Cincinnati sells this same 
coffee to his customers and takes their short time notes or accounts 
receivable. In this way the commodity is still represented by commercial 
paper. Such paper, made by solvent merchants and endorsed by a good 
house, is looked upon as good commercial or trade paper, it having been 
taken in an actual definite commercial transaction and not in payment 
for an overdue account as is the general custom in the issuance of notes 
in this country between jobbers and retailers, retailers and consumers. 


Acceptances between buyers and sellers without the assistance of a 
bank make also a desirable form of commercial paper, if both parties 
are in good standing. This class is similar to our form of customer’s 
notes. The banker’s acceptance, however, adds much to the market- 
ability of the paper, and such acceptances find a wider market at more 
favorable rates, although the banker’s charge is usually 1% of 1 per cent. 
for the guarantee. 

Notes issued against readily marketable merchandise in hands of a 
second party, such as warehouses, railroads, etc., constitute a high order 
of commercial paper and if so recognized would in a measure offset 
the inhibition against stocks of merchandise being considered a basis for 
commercial paper. Section 5200, U..S. R. S. (The National Bank Act) 
does not clearly define commercial paper and the courts have never con- 
strued it so far as I can find. It seems to call two name paper, nego- 
tiated by the payee, commercial or business paper. 

So we see that in whatever form we-may put it, truly commercial 
credit must have within itself the power of liquidation at maturity. Other 
forms of paper, however well secured, are not always easily liquidated. 
The best stock exchange collateral has at times proven to be the hardest 
class of paper to liquidate at maturity for the reason that the market 
drops very rapidly in periods of disturbance and there becomes no mar- 
ket, or at least a very limited one for stocks and bonds and then only 
at ruinous prices. 

A loan secured by a mortgage may be as safe as the everlasting 
hills so far as its ultimate payment is concerned, but it is often the slow- 
est to be paid as it is not always easy to find a customer for real estate 
even though the price may be very low. This form of investment has 
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no place in- our commercial banking system and should be conside-ed 
entirely outside of that field. 

As a matter of experience I will quote from Mr. J. G. Cannon’s 
paper on the subject of Clearing House Loan Certificates, issued for 
the purpose of relieving the panic of 1907. These certificates as you 
know were issued by the banks to take the place of actual cash in the 
payment of balances, and in some cases were paid over the counter of 
the banks to customers and circulated as money. The issuance of these 
certificates was of very doubtful legality, but the circumstances war- 
ranted unusual measures and no one questioned the action at the time 
as the disregard of established customs was deemed justifiable. 

The banks were primarily bound for the face of the certificates and 
they deposited securities in excess of the face of the certificates outstand- 
ing in varying amounts from 25 to 50 per cent. 

It is estimated that $250,000,000 of these certificates were outstand- 
ing at one time during the panic. New York banks deposited as security 
for their outstanding certificates with the trustee $330,000,000 or 72.92 
per cent. of commercial paper and $123,000,000 or 27.08 per cent. of 
stocks, bonds and short time railroad and similar notes. All this “Emer- 
gency Currency” was issued during a panic without governmental or 
other than local supervision and without any loss whatever—it all being 
promptly retired when the necessity for it had ceased. 

If that can be accomplished without loss in panic times, does it not 
seem entirely reasonable that these same banks could loan their credit 
in ordinary times in the form of acceptances of commercial bills with 
great advantage to the business interests of this country? 

My city did not issue certificates in 1907, but paid cash over the 
bank counters without limitation. The easy condition and gradually 
strengthened position of our banks in the fall of 1907 was largely due 
to the fact that our leading banks had large amounts of commercial paper 
maturing in November and December, which was paid. The bank does 
not want to press its own customers for payment at such times. Its 
real estate mortgages are not convertible, for values are usually off 
and the market limited. Stocks and bonds have fallen so that holders 
do not want to sell even if there is a market. Every condition tends to 
emphasize the real value of commercial paper, and to show that it is, 
or should be, practically a currency secured by commodities, guaranteed 
by the holders of those commodities, payable at a given future time. 

We have in circulation three kinds of paper currency—certificates 
representing gold and silver in the government’s warehouse. This is a 
commodity currency for it is based-upon the value of the commodity 
which it represents. Treasury notes, which are the promises to pay of 
the government, payable on demand, without interest. No security 
pledged behind these notes although the government carries a gold reserve 
of $150,000,000 to redeem them; there is outstanding approximately 
$350,000,000 of these notes. National Bank notes—secured by a deposit 
of government bonds, which bonds are promises to pay of the govern- 
ment at a fixed future time at a given interest rate. Approximately 
$700,000,000 of these notes in circulation. 


In 1910 Gold in circulation in U. S 
Gold in Banks and Treasury of U. S 1,331,300,000 .00 


$1,710,000,000 .00 


In 1911 Total stock of Gold 1,753,134,1 14.00 


Total stock of Silver 





About 90 per cent. of the actual transactions through our clearing 
houses and banks are conducted in a credit currency, checks, etc., which 
are demand promises-to- pay of our business men. When a business 
man issues a “promise to pay,’ ‘he generally buys something marketable 
with it, while the government’s promises are issued for money spent with 
nothing added to the asset side. 

Are not these notes, acceptances and bills of whatever nature, the 
very safest basis for credit—made by our best merchants, having behind 
them in the hands of these merchants commodities which are, in the 
last analysis, of more certain value than gold, especially when these 


F. B. MCCOMAS 
Los Angeles Notion Co., Los Angeles, Cal. 
Director 


notes are guaranteed by the endorsements of our banks and made sub- 
ject to proper limitations and requirements as to their issue? 

In a recent letter to the New York Sun the following statements 
were made: 

“An antiquated, unscientific banking system is the fundamental cause 
of the extreme fluctuations in call loan rates. Excessive speculation on 
a small margin of capital in the hands of persons unfitted by tempera- 
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ment to assume speculative risks is now stimulated by a bad banking 
system, which forces country bank deposits into Wall street and then 
forces the big reserve banks to favor Wall street loans against trade loans 
as a reservoir for these deposits. 

“Banks have two principal reserves against their demand liabilities: 

“Gold and other money ; 

“Short time loans easily converted into cash. 

“It is but natural that the idle money of a country drift to a 
central financial city which acts as a national clearing center, as New 
York for the United States, and London for England. - Only by such 
a centralization of reserves can the machinery of credit be efficiently 
controlled. 


“A system that forces the New York banks to employ more than 
half their funds in loans on Stock Exchange securities around 3 per 
cent., while merchants and manufacturers are paying 5 and 6 per cent. 
for money, is a bad banking system. 


“Banks holding deposits payable on demand must keep their loans 
liquid, that is, keep them in such form as can be quickly turned into 
cash. Call loans on stock exchange are liquid im theory. It is notorious 
that call loans on the stock exchange are not liquid in times of financial 
panic—they cannot—they must not be called; but except in times of 
panic call loans are liquid. : 


“In England, the secondary reserves are based on goods moving in 
trade. A broad, liquid market has been developed for the promises- 
to-pay of industry, commerce and trade. These bills of exchange rank 
side by side with British consols and other government guaranteed 
securities in the quick assets of banks. They can be shifted from London 
to Berlin—from Berlin to Paris and to other financial markets. They 
are constantly liquidating themselves for the goods upon which they are 
based are constantly being consumed. The crying need in this country 
is a broad market for commercial promises-to-pay which will enable the 
banks to keep their secondary reserves in the form which years of Euro- 
pean experience have proven so far superior to our own practices.” 

In Germany, and in certain other European countries, perhaps the 
most important national asset which has developed from the extensive 
use of commercial paper, has been the development through the extension 
of credit to craftsmen, artisans, and persons following similar occupa- 
tions, that is, the small industrial middle class, which is permitted to 
discount bills as well as are the merchants and manufacturers. The 
(serman Reichsbank, because it could use all kinds of good commercial 
paper as security for the bank note issue, developed all lines of busi- 
ness activity. This development has, of course, been an important asset 
to the German Empire. In this country, however, such activities are 
not developed on a national scale, but are confined to’ localities where 
such banking facilities are available. 


The question is raised as to there being only a very limited supply of 


actual commercial paper based on “goods moving in trade” in the United 
States. 


It seems entirely probable that if we recognize commercial paper as 
the true basis for secondary reserves and make its use of advantage to 
merchants and banks, that we will soon adapt ourselves to the changed 
condition and the form of our credits will rapidly change. So that the 
bulk of the credits now carried on merchants’ books will be converted 
into note credits and we will soon find that we have large amounts of 
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trade paper and perhaps a smaller amount of our present form of single 
name paper. 

I am informed that the annual sale of what is ordinarily known as 
commercial paper, handled through note brokers, amounts to approxi- 
mately one billion, seven hundred and fifty million dollars, and that the 
losses are infinitesimal, probably not more than 1/100 of 1 per cent. 

These sales amount to a very small proportion of the actual commer- 
cial paper handled, for there are hundreds of good commercial houses 
which do not sell their notes through brokers, and thousands of banks 
which do not buy paper but get a sufficient amount from their own 
customers. 

Purchased paper has proven to be the most liquid secondary reserve, 
for it is paid at maturity. 

One bank reports that in ten years it has purchased seventy million 
of outside paper and that every dollar was paid at maturity with the 
exception of one $5,000 note, and of that so per cent. has been paid. 

It would appear from the experience of bankers who use care in 
buying even our form of single name promissory notes commonly called 
by us broker’s commercial paper, that there is little need for special 
enactment of rules to govern its issue. At the same time, in order that 
commercial paper be made truly a national asset, it seems to me that our 
new banking act should define the nature of it, and in various ways pro- 
tect its issue by merchants and limit its acceptance by banks so that 
there will be a uniformity of security and protection, which will create 
a public discount market and demand for these loans ; and, as in European 
countries, they might gradually take the place of United States bonds as 
security for national bank notes. This would certainly instil into our 
circulation system that flexibility so greatly to be desired so that it will 
contract and expand as the demands of trade require. 

Whether laws defining what class of commercial notes is redis- 
countable, or available as security for circulation are enacted or not, it 
is most important that all houses borrowing money should make their 
paper in the form most desirable and attractive to lenders. 

The regular auditing of books by certified public accountants is very 
important. 

In the handling of bills made by merchants doing business a great 
distance from the purchasing bank, the personal equation is entirely 
eliminated, therefore, the most thorough independent information obtain- 
able must be secured, so the sellers and buyers of this class of paper 
should co-operate in every possible way to make the paper safe and 
desirable. Registration of notes issued has also been suggested and has 
some very strong features to recommend it. 

It is hoped that bank acceptances at least will be authorized in any 
new banking system which may be devised. This plan has been suc- 
cessfully used abroad for many years. A merchant, instead of bor- 
rowing the actual money from his bank and locking up large reserves 
of cash, arranges to secure the bank and the bank to accept or guarantee 
his drafts for 60 or 90 days. He practically borrows the bank’s credit. 
The question of the maker’s credit is thus eliminated and the note, 
instead of being a mere evidence of advance, is made a standard invest- 
ment. Such an investment commands the broadest market. 

The merchant then uses these acceptances in the payment of his 
bills or sells them in the open market as he desires. They lodge where 
there are funds for investment. 

Each year from three to four hundred millions of dollars of drafts 
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covering shipments of cotton are absorbed by bankers in Europe. They 
are easily converted and greatly desired by foreign bankers and investors 
on that account. 

Under our present system a merchant borrowing $100,000 gives 
his notes to his bank and that amount is credited to his account; the 


one 
bank immediately locks up 25 per cent. of the amount of the loan in J com 
actual money as the reserve required by law. spea 
The value of the manufactured and farm products of this country § that 

is sixty thousand millions of dollars annually. The commercial paper § live 
based upon these enormous values and the integrity of the men and in- time 
stitutions issuing it is indeed a great national asset. It must be given [ of © 
the opportunity to perform its proper function in the business life of J the 
the nation. I believe the framers of our new currency act will recog- J pro! 


nize this, and if they do, we predict that the money panic in this country it 


will remain only in history as one of the great mistakes of our forbears. 


President Salisbury—We are favored by having with us John A, 
Fox, who will address us upon a subject of importance which certainly 
has been called to the attention of a great many of our credit men in 
cities all over the country. His subject will be “Flood Prevention a 
National Problem.” (Great applause.) 


Flood Prevention a National Problem 
ADDRESS BY JOHN A. Fox. 


Whatever affects any.part of the country to such an extent that it 
affects the whole country becomes at once a problem or a question for 
consideration by national bodies. 

During the last two years we have had such disastrous floods 
throughout the United States that they have left their imprint upon the 
business of the whole nation. 

When in 1912 and 1913 the disastrous flood came down through 
the Ohio and the Missouri to the Mississippi, covering the great interior 
basin between the Rocky and the Allegheny Mountains, the whole coun- 
try suffered. Financial institutions, business concerns, jobbers and manu- 
facturers everywhere felt the effects. 

This spring, when that great and disastrous flood was repeated, 
wiping out millions of dollars’ worth of property in Ohio and in Indiana, 
in Illinois, Missouri, Tennessee, Kentucky, Louisiana, Arkansas and the 
south, it left its imprint not only upon the particular part of the United 
States, but the result of that flood was felt by the bankers of New York 
and the millers of Minneapolis alike. It was felt by the bondmen of 
Baltimore and Boston, by the great producing regions, by the Pittsburgh 
mills and the Chicago manufacturers. It was felt by the packers of 
Omaha and Kansas City. In fact, that great and disastrous flood that 
wiped out millions of dollars of property in less than three days in 
Ohio and Indiana, wiped out in the next three or four weeks one 
hundred million dollars more in the great delta of the Mississippi, as 
you see here on the map I have brought. Now, such disaster was not 
for local consideration alone. It became a great national problem, some- 
thing that confronted the whole nation, to be dealt with and considered 
by the national government; some means should be taken to prevent these 
floods and to curb these great and disastrous floods that carry ruin, 
destruction and death in their path. 

I cannot dwell upon all the local issues that come up under these 
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flood problems. You, of Kansas City, remember the terrible disaster 
you had on the Kaw. Our friends in Georgia, at Augusta and Savannah, 
remember the terrible disaster that occurred when the Savannah went on 
the rampage. My friends in Pittsburgh know the ruin that follows 
one of their terrible floods. Ohio, Indiana and [Illinois recently have 
come to realize and recognize the terror of these floods. But I want to 
speak particularly of a part of the country that suffers not periodically, 
that suffers not once in a hundred years, but where every year the people 
live in terror of the ruin and devastation that hang over them at all 
times—the heart of the Mississippi valley ; and I want to tell you briefly 
of one part of this great problem that is so national that it should receive 
the attention of the country at once. I wish to show how one great 
problem could be solved quickly by the government; and then from that 
it could extend its work into other parts of the country, thus solving the 
local problems in the heart of that part of the United States known as 
the great Mississippi valley. 

There are 1,240,000 square miles drained by fifteen thousand miles 
of navigable tributaries. All of the waters of that vast drainage area 
converge at the mouth of the Ohio at Cairo, and every spring the people 
who live in that country from Cairo to New Orleans are threatened with 
destruction and devastation, just as befell you people in Ohio here last 
spring. 

Ever since 1879 the people of Missouri, of Arkansas, of Tennessee, 
Kentucky and Louisiana, have pleaded with the national government to 
recognize this great problem as national, to recognize the fact that it is 
not the duty of the people who live in that territory to bear the brunt 
of caring for the flood which covers an area of 1,200,000 square miles, 
and of bearing the responsibility of conducting to the ocean the floods 
from thirty-one states and Canada. Only recently that splendid president 
from this city, Mr. Taft, declared it is clearly a national duty that the 
government should prevent the floods on the lower Mississippi, and if 
it is necessary to write it into the law, I am in favor of writing it into 
the law, that we should appropriate the entire $50,000,000 and build 
levees for the protection of that land. (Applause.) 

Now, my friends, that is one big, clear, concise problem that stands 
out in relief in all this question of ‘flood prevention. Here I show you 
a map of that empire. Extending from the mouth of the Ohio river to 
the Gulf of Mexico are 30,000 square miles of the richest land the world 
has ever known, a territory as big as is Connecticut, Massachusetts, 
Maryland and New Jersey combined, that every year is threatened with 
disaster, destructive floods, from thirty-one states. It is not the rainfall 
from their own states. When the sun shines brightly and we are having 


beautiful weather here, we must fight floods that are coming from all 
over the nation. 


Ever since 1879 the country marked blue on the map, that wonder- 
ful fertile area that lies like a vast and beautiful plain, with seventy feet 
depth of soil.and as level as a board, is confronted with these devastating 
floods. Since 1879, when people denied that congress had the consti- 
tutional right to build levees and protect from floods, they have under- 
taken to save themselves. Congress provided a committee of the most 
eminent hydraulic engineers in the world to investigate the subject and 
teport. First in 1860, then in 1879, and again in 1889 it was reportéd by 
the Senate committee and by other committees appointed to investigate, 
that that wonderful territory could absolutely be protected from flood by 
the expenditure of about $60,000,000. The people of the country have 
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themselves spent $67,000,000 since 1827. They have progressed well 
with their work; but the last year’s flood demonstrated it is too great a 
problem for them to deal with. 

You will notice on the right over here a section that shows a 
typical section of the levee that exists from Cairo to New Orleans on 
both sides of the river; 1,525 miles of that levee ought to have been 
constructed twenty or thirty years ago, but the money was not available 
and the people undertook to construct it themselves. They have gotten 
just as far as you see outlined in the shaded portion of that section. 
But we lack $60,000,000. The national government should recognize the 
problem as a national one, particularly insofar as the lower part of the 
Mississippi is concerned. And insofar as this empire, in the heart of 
the nation is concerned, we believe that if the business men of the nation 
would recognize it as a national problem and would declare to congress 
that it merited national recognition, congress would immediately pro- 
vide the means, as it did in the case of the Panama Canal, to complete 
that splendid system of flood prevention and build the levees as pre- 
scribed by the engineers in 1879, and prevent what threatens that coun- 
try every spring of the year. 

I had not expected to go into details so much, but I want to state 
it as a concise and conspicuous example of what can be done. That 
area in blue upon the map is capable of producing 10,000,000 bales of 
cotton. Today hardly more than one-fifth of that area is in cultivation. 
Put that country entirely under cultivation and that 30,000,000 acres 
in the heart of the United States will produce a business that would 
be felt in Boston, Portland, Minneapolis, Baltimore, Kansas City, and 
in every part of the United States. Today the cotton crop is 10,000,000 
bales'in the Union. Add 10,000,000 more bales by aiding in the reclama- 
tion of that splendid empire, and it is just as if we went to the Philip- 
pines and Cuba and purchased new country and used that territory for 
great trade interests. 

We went to Cuba a few years ago and it cost us eighteen hundred 
lives and $250,000,000 ; $60,000,000 invested in our own country, in the 
very heart of the country, will add to this nation 30,000,000 square miles 
of territory, an area as large as Massachusetts, Connecticut, Maryland 
and Delaware combined, that can support a population of 6,000,000 or 
8,000,000 people, and will produce a trade and a territory for business 
that will be unequaled by any part of the United States. (Applause. ) 

Now, I believe this is clearly a matter for such a business body as 
this to consider. I believe it is clearly within the province of the credit 
men. to look into this matter and take some hand in the solution of this 
problem. When a banker in New York loses greatly because the floods 
have wiped out the great Yazoo valley, when a great jobbing house in 
Baltimore loses a million, they are in favor of doing anything they can; 
when your great city of Minneapolis has 14,000,000 barrels of flour and 
cannot send her flour down there, she feels the difference ; when Chicago, 
with her splendid enterprise, is cut off from that territory, she feels the 
effect. So it is clearly a matter for such a splendid business body as this 
to take care of this matter and aid in pushing it forward until the wrong 
can be remedied in some way. 

So I appeal to you, not as one coming from this section; St. Louis, 
Memphis and New Orleans are not selfish. But we believe if you simply 
knew this story and knew the conditions, if all the people in the country 
were shown that map and asked—is it a fair proposition that the people 
who live here should bear all the expense, and is it a fair proposition 
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that the government should bear half?—we believe, if the country were 
educated to the problem, it would be solved and solved at once by the 
national government. (Applause.) 

To-day there is a bill pending in congress which asks for the appro- 
priation ot $60,000,000, at the rate of $12,000,000 a year for five years, 
provided the people who live in those states and inhabit and own that 
territory will contribute $15,000,000 in the entirety, at the rate of 
$3,000,000 a year. That will make the people have contributed $75,- 
000,000 when the whole system is completed and the government, 
$75,000,000. lf that measure can be passed at the coming session it 
will result in that empire, the very heart of the United States, being” laid 
open to the most magnificent cultivation that can be known by any 
country on the face of the globe. It is of this great area that Napoleon 
said: “The nation that owns and controls the Mississippi valley will be 
the nation: that will rule the world.” And so it will. If you gentlemen 
of this splendid organization will take an interest and help, if possible, 
by a chain of correspondence, your seventeen thousand members, each 
writing a letter to his congressman, saying that you regard this as a 
national problem, and urge congress to pass such legislation as will pro- 
vide safety and immediate relief, it will be most helpful. If your various 
bodies will co-operate with the great association that has been formed 
comprising all the interests in the Mississippi valley, co-operate with 
them in every way possible, and help them educate the nation along 
those lines, I believe you will have accomplished one of the greatest 
pieces of work that has ever been done in the nation. 

I congratulate your great body on the splendid work it has done. 
Many of you will remember that I addressed you at Memphis, when 
we took you over a part of the valley opposite Memphis, at Menasha. 
You saw there a wilderness. Since then there have been a million acres 
put in cultivation. But last year that great country for forty miles was 
twelve feet under water. Three million acres in Mississippi of that splen- 
did part of the great heart of the valley were wiped out, crops ruined 
and stock drowned. It is not like a flood that comes: with a rush and 
goes off quickly, but when that part of the state is under water it 
remains so for six weeks or two months, and devastation, ruin and dis- 
ease follow. 

Yet that is a problem that can be solved. It simply requires that the 
voice of the people say this problem is too big and too splendid for these 
people to deal with alone; it is clearly a national problem; and we urge 
you to pass the legislation that is necessary to take care of it. 

I hope, my friends, that you will do everything in your power to 
co-operate with your fellow credit grantors at St. Louis, Memphis and 
New Orleans, because they know more about it and are more familiar with 
it, and not because they are selfishly interested; and that you will help 
them put this matter so clearly before congress that the desired legisla- 
tion may be obtained. (Great applause.) 


F. H. McAdow—The Memphis delegation has presented to the 
Committee on Resolutions a resolution, the adoption of which we recom- 
mend. I will ask Secretary Tregoe to read it. 

It was read as follows: 


“Wuereas, The destruction by floods of property throughout the 
United States and especially in the great Mississippi basin has grown to 


such large proportions during recent years as to affect the whole coun- 
try, and 
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“WHEREAS, The prevention of these floods is of direct concern to 
the business and financial interests of the whole nation, and 


“WHEREAS, This Association passed a resolution at its last session 
urging national control of these floods, therefore, be it 


“Resolved, By the National Association of Credit Men in convention 
assembled, that we reaffirm our declaration in favor of the national 
policy of flood prevention and urge upon congress the imperative nced 
for definite and immediate legislation such as will provide speedy relief 
in preventing floods wherever of such national scope as to warrant action 
by the general government ; and be it further 


“Resolved, That the president of this Association be and is hereby 
authorized to create a Special Committee on National Flood Prevention 
to co-operate with other organizations in securing the enactment of such 
measures by the states and by congress as will prevent the enormous 
losses that follow these disastrous floods.” 


George R. Barclay—I want to second that resolution and to say 
that I agree with the speaker when he states that this is a national 
question. It is just as much the duty of congress to protect the peo- 
ple from these floods as from the invasion of an armed foe. I trust 
the convention will pass and endorse these resolutions. (Great applause.) 

A. C. Carpenter, New Orleans—We people of Louisiana really 
know something about flood conditions. I feel, after listening to the 
very able address of my friend this morning, that some of you have the 
idea that we are drowned out every year down there by reason of 
these floods; but that is not the case. We are suffering and do suffer 
almost annually from floods, but we are getting better every year; and 
I believe that the question is absolutely a national one. It is too big 
for us, because it is costing us too much money; it is costing every- 
body down the valley too much to attempt to protect themselves; and 
for that reason I want to endorse and second these resolutions. I want 
to see them pass, and I want to see this organization take an active 
part in insisting upon the national government taking hold of the flood 
situation as a whole, and dealing with it accordingly, and not putting the 
burden on a few states, as in the past years, and as will be continued if we 
do not do something to prevent it. I therefore again say that I am 
glad to second this resolution and trust that it will be unanimously 
passed, 

Motion unanimously carried adopting resolution. 


President Salisbury—The next order of business will be the report 
of the Credit Department Methods»Committee, J. N. Moylan, Dallas, 
Texas, chairman. 


Report of Committee on Credit Department Methods 


To the Officers and Members of the National Association of Credit Men. 

Your Committee on Credit Department Methods has devoted no 
attention or study whatsoever to credit department forms as this feature 
of its work was referred at Boston to a special committee. 

Your committee recognizes that under our present extensive and 
complex credit system the need has grown for more science in the credit 
department and more system in credit checking. It would not be possible 
within the review of one year or a report of reasonable extent to touch 
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upon every need of the credit department so that its advance might be 
kept apace with the advance in our credit system, and we have felt it 
wise therefore to submit to your serious consideration some conclusions 
of a specialized nature that may be considered and if approved promoted 
by your committee of the incoming year. | 

We are beginning to appreciate as credit grantors that while the 
nation is territorially large no distinct section is beyond the influence of 
the currents and cross currents of the commerce of the whole nation, and 
if credit checking is based solely on local conditions or a limited vision, 
mistakes will occur and probable disaster. 

The credit men of the nation must arise to the need of taking a 
broad view of the country’s territorial limits and as a matter of fact those 
of the world as related to trade. No section of our country as related 
to the country itself, no nation as related to the world and its trade 
currents can live alone. Egquilibriums are reached and _ conditions 
governed by composite trade, and we therefore urge and recommend that 
credit departments and their managers utilize all accurate channels for 
information upon trade and monetary conditions and that the National 
office, through its literature, make a more definite effort to bring to each 
of its readers explicit and dependable information upon the drifts and ~ 
currents of nation and world trade. 

Thoughtful credit grantors are beginning to consider what occasions 
the large number of business failures, especially those of retail merchants. 
The proportion of those who undertake retail merchandising and continue 
for a number of years successfully is very small as compared with the 
number who make the effort and fail. By the word failure we do not 
mean insolvency but necessarily include that large proportion of those 
who make the effort and fail to succeed even though the end is not made 
in bankruptcy or insolvency. 

There has devolved upon the credit manager a direct responsibility 
to his debtors of promoting and conserving their ability in addition to 
their willingness to redeem confidence and meet their purchase contracts. 
Undoubtedly the selection of merchandising by many is without a con- 
sideration of the vocation, the elements and characteristics needed for its 
success—that is, there is no adaptation to the business and the merchant 
without adaptation suffers a handicap and is liable to fail. 

In addition to adaptation, however, there are still elements necessary 
to success and these may be named as system and good order. The 
retail merchant conducting even a modest business without a simple and 
accurate accountancy system is at a disadvantage, and efforts should be 
made by credit managers to present the need in such instances of a 
simple and accurate accountancy system and also the need of taking an 
annual inventory. Not only is this elementary principle important to real 
success but it is necessary for the adequate protection of the merchant 
against fire loss and to make it possible for him to render true financial 
statements. 

Next is the need of educating merchants upon the proper method 
of computing costs, that is, the calculation of a selling price such as will 
adequately provide for overhead charges, interest on capital, contin- 
gencies and a reasonable profit. 

We recommend that the efforts of the incoming committee and the 
National office be directed to the awakening of every merchant to the 
need of proper accountancy methods and the proper calculation of profits. 
These efforts of the committee and the National office can only be made 
effective through the co-operation of the entire membership, and we 
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sincerely urge that as the work is advanced and literature and suggestions 
prepared, this education be brought through the credit departments of 
the country immediately to the retail merchants. 

Your committee commends the “Credit Topics Leaflets,” issued this 
year by the Business Literature Committee with a view to correcting such 
evils in business as the abuse of sales terms and unsystematic and dila- 
tory attention to correspondence. We recommend that to these leafiets 
be added others so that common evils in business practices may be 
explicitly handled and effort bent upon their correction. 





J. N. MOYLAN 
Tufts and Osborne, Dallas, Texas 
Chairman, Committee on Credit Department Methods 


We urge upon the members a close fraternity in taking up in debate 
credit department methods and business practices and that the National 
office promote such intercourse by bringing the members into touch with 
one another in general discussion upon the methods and practices of 
business. 

The increase in the demand for written financial statements as the 
basis of banking and commercial credit is approved by your committee. 
Every encouragement should be given to its further extension and every 
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safeguard should be thrown around the accuracy and value of the written 
statement: 


Your committee begs to offer the following resolutions: 


I 


“Resolved, That the National office, through its literature, and publi- 
cations, lend assistance to credit departments by bringing them into 
accurate and close touch with the drifts and currents of the world‘s 
trade and monetary situation. 

II 


“Resolved, That the National Association of Credit Men, through 
its incoming Committee on Credit Department Methods, promote through 
the co-operation of its membership the habit among retail merchants 
of keeping accurate and simple books of account and of taking an annual 
inventory as of vital importance to a strong credit standing. 


ITI 


“Resolved, That the National office, through its proper committees, 
continue its efforts to educate merchants by briefly written leaflets to 
the need of good order, system.and decent practices in business, and that 


these efforts be made far reaching in their effect through the co-operation 
of the membership. 
IV 


“Resolved, That every encouragement be extended’ to the develop- 
ment of a close and fraternal relationship between all credit departments 
to the end that free and unrestricted presentations and discussions of 
credit department methods and business practices may. be -had and that 
the National office extend its generous service in bringing about and 
promoting these forums on reasonable and proper lines.” 


Respectfully submitted, 


Max Coun, 
' WELLBORN PATTESON, 

O. H. Kerr, 

Geo. T. ALLENSWORTH, 
J. N. Moytan, Chairman. 


Mr. Moylan moved the adoption of the resolutions as read. A. 
Landauer, of Milwaukee, seconded the motion. 


President Salisbury—The discussion on this report will be led by 
Irving C. Brown, of Newark, N. J., and E, A. Howell, of Denver. 

Mr. Brown—The committee in its report has taken a broad outlook 
over the whole situation, as has been stated. In fact it was necessarily 
so, because credit department methods properly cover credit co-opera- 
tion, commercial ethics, credit education and management and _ the 
special forms. But some time ago at one of our recent conventions 
the credit deartment methods trust was resolved into component parts; 
and since then these various parts have been reported upon by the 
special committees and the separate lines of investigation made. 

Now, I am in favor of the resolutions as offered by this committee. 
but at the same time (without any reflection on this committee’s report) 
I think you will bear me witness that during the last few years we have 
noticed the tendency in all of the reports to spread out rather broadly 
in the way of preamble and then to pass on to the incoming committees 
certain lines of work that the committee thinks should be carried on; 
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and it seemed to me as a good suggestion that more definite, concise, 
concrete work would be brought about if one or two of the members of 
the committee who had done good work, were continued in the committee 
during the succeeding year, and if necessary, that that committee be en- 
larged. A great deal of time, it seems to me, is used up by these com. 
mittees in going over the same work as their predecessors. Take the 
work of the Banking and Currency Committee. It has clearly done ex- 
haustive work. Another committee coming in would have to go over the 
same ground, This illustrates what I mean. 

I noticed a good article in the April BULLETIN referring to the Port- 
land association, of Oregon, which held a meeting when the Credit 
Department Methods Committee illustrated and exemplified its work 
right in meeting; and the report shows that distinct benefit was derived 
therefrom. 

In our association at Newark about two years ago we started such 
a method. We secured from the central office full exhibit that was 
supplemented by the members of our own association; and a great 
amount of instruction and benefit was imparted to our members through 
this meeting. 

That meeting resulted in the holding of the business men’s show in 
our city—not merely as a matter of “show,” but for the benefit of the 
merchants of the city. 

In Tuesday’s Trade Journal, I notice that Los Angeles merchants 
had adopted the method of charging-interest on past due accounts. One 
of the prominent members of the Newark association has written extenr- 
sively on that subject—and also the matter of the enforcement of proper 
rules concerning discounts, and such articles have been published at various 
times in our National Buttetin. I refer to the articles written by Willis 
L. Brownell, of the Crocker-Wheeler Company. 

The business literature leaflets have been referred to in the report 
and they have done good work. It has been suggested that we endorse 
the suggestion that these leaflets be extended in their variety of subjects 
and that the articles be not only printed in our BULLETIN, but that they 
be sent, so far as can be arranged, to the various associations, so that 
the membership at large may receive the largest benefit from the work 
of our credit department committee, whether in the form of published 
literature or as the result of their deliberations. 

I favor the adoption of the resolutions. 


President Salisbury—E. A. Howell, Denver, Colorado, will speak 
on the resolutions, in the absence of Mr. Thomas. 

Mr. Howell—lIt is a surprise to»me to be called upon to respond at 
this time, as our representative was to have been H. J. Thomas, whom 
many of you know, and who has been with you inthe past. I wish 
briefly to second these resolutions and to say that Denver is heartily in 
favor of any educational literature that may be put out. 

I further want to say, that the leaflets that we have been receiving 
from the secretary were largely disposed of through out territory by 
the general jobbers, and they urged upon us to co-operate with the 
National Association in distributing this literature. | We realize the 
necessity of education in the western part of the country. There are 
many merchants who undertake merchandising who are not sufficiently 
familiar with the necessary details to make a success of it; and our 
adjustment bureaus in the past have demonstrated that 80 to 90 pet 
cent. of the failures in mercantile enterprises are occasioned by ignorance 
of business principles. 
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Now, we wish to co-operate heartily with this committee; we want 
to see it go forward and publish more literature and simple literature, 
that we may all understand. 

I might make one further suggestion, namely, that a uniform plan 
of distribution for this literature might be inaugurated. Our association 
is working upon that, and if you will send us the literature from the 
National Association we shall see to it that it reaches the proper channels. 
I thank you. 

C. B. Cranston, Columbus—I wish to add this resolution: 


“Resolved, That the subjects Fire Insurance and Fire Prevention 
and Protection are within the abstract matters for separate considera- 
tion, nevertheless so vital to credit department methods and work that 
every member of this Association be urged to require from debtors not 
only adequate insurance in proper companies, but encourage every 
possible means of prevention and protection.” 


A. H. Dobson, Utica—I move that the resolution be brought up 
under the head of the report of the Fire Insurance Committee. 
Motion seconded arid unanimously carried. 


The report and resolutions of the committee as above were then 
unanimously adopted. 


President Salisbury—The next order of business is something in 
which we are particularly interested, “New Business Ethics,” by Prof. 


William Hammond Parker, of the University of Cincinnati. (Great 
applause. ) 


The New Business Ethics 


ADDRESS BY PRoF. WILLIAM HAMMOND PARKER, UNIVERSITY OF 
CINCINNATI. 


I believe it is unconstitutional to require a person to wear a coat 
to-day—I say unconstitutional, because it falls under the head of cruel 
and unnecessary punishment, forbidden by the federal constitution. An- 
other thing, it is not in accordance with the new business ethics to 
require any man to do something which you yourself would not be will- 
ing to consider a square deal if you were asked to do the same thing. 
So you see in order to be both constitutional and ethical I have, at the 
very kind permission of your president, left my coat off. (Laughter 
and applause. ) 

It seemed a rather remarkable thing to me that any convention of 
credit men should ask a college man to come down and talk to them. It 
seemed a very flattering thing to me, because I thought I would come 
down a little early and sit around and find out how to get credit, because 
if there is anybody on God’s green earth who needs it during a vacation 
it is the college professor. (Laughter.) Instead of finding out how to 
get the kind of credit I need, I heard men talk about billions and millions! 
I can get through a vacation without a million. Even if I tried hard, I 
could not spend a million. I am not interested in that kind of credit. 
We want to find some convention or some body of men that will just 
give us enough to see that we can stagger through the dismal and arid 
regions from the time school closes until it opens. That is the reason I 
came down here this morning. (Laughter and applause.) 

The subject suggested to me, or which I suggested, I have for- 
gotten which, the new business ethics, implies one or two things. In 
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the first place, it implies that there is a relationship between business and 
ethics ; and it took this old world of ours a great many centuries to {ind 
out that there was this close, vital, continuous relationship between 
things, which so many of us have thought were separate. Too many 
of us have thought that business was business. Why, I remember when 
I was a youngster they used to say, “Don’t mix business and ethics,” 
just as if they were oil and water, things which could not mix; and it 
was not until we found out that the one thing which would make busi- 
ness and ethics mix was the character of the business man, that we began 
to see that it was possible, if we had the right kind of a business man to 
mix ethics and business. , 

It is rather interesting, possibly, to note the old attitude which men 
had on this subject. I can remember the time when a man divided his 
life into watertight compartments let us say just as they have them in 
modern steamships. He said, in this compartment I will be a husband 
and father and friend, and in this compartment I will carry on my 
religious life, and in this compartment I will be a politician, and in this 
compartment I will follow the races, and in this compartment I will be 
« business man; and lo and behold! the biggest compartment was the 
business man’s compartment; and it was absolutely air tight. You could 
not get from the church compartment into the business compartment 
without an axe, to save your life. (Laughter.) That was the concep- 
tion of how a man should divide his life. 

Now we have learned better than that. We know now that no 
man can set one part of his life aside and absolutely segregate and 
divide that part of his life from all other parts of his life, and say that 
in this part certain principles shall prevail, certain rules of action, cer- 
tain things shall be considered right here that are considered wrong 
here; or certain things shall be considered permissible here that are not 
considered permissible over there. We have learned the essential, age- 
oid, inherent fallacy of anything like that. A man’s personality is 
something entire and whole, and the whole man is a business man, is a 
pleasure-seeker, is a member of the body politic, is a member of the body 
social; and the very same principles of eternal right and wrong which 
govern a man in his home also govern him in his business activities, if 
he is a business man. (Applause.) 


Another thing is suggested by the idea of the new business ethics, 
and that is this—that there has been a change in ethical relationships, 
an actual change in ideas of right and wrong. Why, when I was a lad 
1 was taught in school that right had always been right and wrong had 
always been wrong. I know differently now. I know what was right 
for my grandfather is not right for me; I know what was wrong for 
him may or may not be wrong for me; that right and wrong are relative 
conceptions ; that ethics is not something which is fixed, something which 
is formal, which has once been cast into the mold and then the mold 
never changed ;. that ethics is something which is plastic, fluid, changing, 
and just as men have wider conceptions, deeper convictions of right and 
wrong, they change ethical concepts to meet changing relationships in 
life ; that if ethics were something fixed the world could never grow bet- 
ter. But as it is the world of men adjusts itself. The personality of 
the individual can adjust itself to the changing physical, social, political 
and religious environment in which he finds himself. So ethics does 
change, it grows, it develops. Why, away back yonder in the dim and 
distant past, we can see in that sort of border line, in that land of 
shadows, that land of increasing darkness, away back when men first 
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began blindly to grope around after ethical concepts, and try to distin- 
guish between right and wrong—we can see as we look back there that 
al! ethics was what the teachers of ethics (and, by the way, I am not a 
teacher of ethics) called communal ethics; that is, what the community 
decided was right was what everybody in the community had to take 
for right; and it made no difference what you thought about it, if you 
were unfortunate enough to live in those olden times, you still did what 
ihe community said was right; and one of the peculiarities of modern 
life is that we have not outgrown that yet. If we could get a square view 
of things and decide them for ourselves, we would do differently. Yet 
we do them because public opinion has not caught up with the leaders 
of public thought; and the community at large tolerates things which 
men who have ventured to make moral decisions for themselves are 
unwilling to accept as right. 

And so from that stage of communal ethics there developed what 
we may call a stage of individual ethics, when the individual said to him- 
self: “These questions of right and wrong are things which I must 
decide for myself irrespective of what the community in which I live 
may or may not have decided on these questions.” And it was then, and 
only then, that the world began to face new ethical problems, and prob- 
lems which came up and which must be decided by the individual rather 
than by any community or any large gathering of men which con- 
stituted his neighborhood surroundings. It was then that the new ethical 
questions in business came in. 

Just to give you an illustration, This old world of ours had for a 
great many centuries been traveling along with the idea that it was right 
that a portion of the community should work for nothing; that it was 
right that a large proportion of mankind should be continuously engaged 
in unremunerated labor. That was slavery. I was born south of Mason 
and Dixon’s line, so I feel free in talking about it. That-was the idea, that 
a large number of people should work for nothing. 

In Europe some seven of nine centuries ago, men began to think 
about these things, and the more they thought about it the more they 
began to question it; and after a while there were a few men in Europe, 
especially in the Anglo-Saxon race, brave and big enough to say that 
it is not right that any body of men should work without remuneration 
for honest toil and labor; and so they stamped slavery out of Europe. 

Then somebody sailing westward discovered a new continent; and 
that new continent was a vast, virgin, unexploited field, that had to be 
developed, where the riches were immeasurable, and could be extracted 
only by hard, well-directe1 and continuous labor. There was no such 
labor, 

The men coming from Europe, land-hungry, would not work for the 
other men; so we found ourselves face to face in this country with an 
ethical proposition that had heen settled three centuries before in Europe. 
And what did we do? Why, we reverted back to barbarism again, and 
said, we cannot solve this problem unless we turn back to what our fore- 
fathers have already decided was unethical. And so we introduced the 
indentured servant in this country; and they would not work; and then 
we introduced slavery; and I will tell you this to show you that despite 
the handicap which American business had at the beginning of its career, 
American business men are the acknowledged leaders of the world in 
ethical concepts; they have made greater advancements than those who 


had three hundred years the start of them in ethical concepts relating 
to business. 
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So we introduced this old thing; and in Europe in the meantime was 
happening an interesting change. Production was changing, and with 
the change in production came new ethical questions. The old guild 
system was just gradually falling into decay; and in the guild system 
there were certain propositions strongly fixed. In the first place, it re- 
quired the examination of raw materials, then a careful supervision of 
work, then a careful examination and valuation of the finished product 
before it came into the hands of the customer. It had gone through these 
three states, every one of which involved ethical decision. Finally the 
guild broke up and then production went to the homes. There they wove 
and spun yarn; and England made a reputation, which no country save 
our own has succeeded in questioning, as to its pre-eminency as a manu- 
facturer and exporter of cloth. The cloth was woven in the homes. 

Then one day a dreamer, or a drunkard, I don’t know which, coming 
home late at night, finding. his wife still spinning, turns over the wheel 
on the floor. The wheel keeps on revolving, and there flashes into his 
mind that here is the way to build a machine which will increase the 
efficiency of spinning twelve fold. It was the inefficiency of spinning 
which was keeping back general production; and so, because he came 
and kicked the wheel over and it kept on turning, he tried twelve more 
spindles on, and because it went on its side it did twelve times the work 
that it would have done if it stood up like a sober self-respecting, godly 
wheel, and one phase of the world’s production was revolutionized. 

So you see now that there was an advance, and with this advance 
in one phase of production there came a stimulation to inventors; and the 
first thing you knew other inventions followed. But finally it became 
absolutely essential that some power stronger than the human arm should 
drive these increasing wheels of progress, of production; and then it was 
that a little Scotch boy lying down before the fireside, looking at the 
teakettle and seeing steam rise out of the spout, thought, what is the 
matter with harnessing the steam? He constructed an arm that was 
driven back and forth by steam, and thus made the first piston. Thus 
sprang into being a steam engine. But everybody could not own a steam 
engine in his own home, and people went to the steam engine, where that 
power, newly discovered and tireless, was driving with the strength of 
ten thousand men, machines which were doing the work of a hundred 
thousand—work which had been done by hand power. Then the great 
city came into existence, and then the close, crowded, infinitely complex 
life of the city. Then there arose new ethical problems in business. Now 
came questions of employment; of hours of labor; there came questions 
of business environment, of right and: wrong in business, which busi- 
ness had never known before; and these questions were insistent; they 
had to be decided. 

With the coming of the man from the country district, he brought 
with him his wife and children, and instead of stopping in a home in the 
city, the wife and children went on into the mills; and there came the 
question of child labor; there came the ethical question for decision by 
people of that time, as to whether or not it was right to rob a child of 
every single heritage which he had the right to have; to say to that child, 
you must go in here and become part of this machinery, and allow it 
because of the sacred cause of production, to grind out of you a life 
which has been given to you for service other than that of production 
alone. (Applause. ) 

And the question became more and more insistent until the world 
felt the need of some new Martin Luther who should nail upon the 
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doors of the temple of production a new thesis against child and woman 
labor, against long hours and unsanitary conditions of employment, 
against under pay and over work, against all the grinding, horrible 
things which had been staining the wheels of our progress red with the 
blood of those who could not protect or save themselves. (Applause.) 

With the development of new ideas of ethics that was settled, or in 
process of being settled, until to-day we dare the producing public to 
look women and children in the face, because we are beginning to treat 
them decently and honestly in production. 

Just another one of the questions which came up for decision: 
There came up questions of occupational diseases, whether it was right 
or wrong for any producer, be he an individual, a partnership or a 
great corporation, to force his employees to work under conditions which 
eventually would result in their physical, mental and moral breakdown. 
That was decided against it. One great corporation of this country, 
holding the patents for the use of a certain preparation of phosphorus 
in the making of matches, has offered to the world this preparation, 
stating that they are willing that any one should use this, which legally 
was their exclusive right, because if they did not it meant the sacrifice 
of the lives of men and women who work in the factories making 
matches. That is an illustration of the progress which ethical concep- 
tions have made in American business life! 

Again, there came questions as to the proper treatment by the 
employer of the employee. There arose questions of the right of any 
business man or any corporation needlessly to cause injury or suffering 
or discomfort to the public at large. These questions we have not yet 
settled, but we have settled harder ones, and just as sure as right is right 
we are going to settle these questions in the way they ought to be 
settled. (Applause. ) 


Again, there came other questions, questions which were very vital 
to the welfare of the state, questions as to whether the state, the body 
politic, had the right to go to business and say to business: “We are 
larger than any business, because we represent the people at large, and 
the state has the right to control business enterprises and business 
initiative, to see that that enterprise and that initiative do not work 
harm to the state.” That is a question which is now in process of deci- 
sion. That is an ethical question; it is the question of the right of all 
against the rights of some; and the way those questions are always 
decided is that the right of all shall be preponderate over the rights of 
some or of any smaller fraction of the totality which we call the state. 

Ethics is playing an increasing part in business; business no longer 
is divorced from ethics; and never again, as long as men in America 
shall conduct business enterprises, will any man venture to stand before 
the American public and state that any question can be looked at as 
purely a business question or purely a political question; it must be 
iooked at not only as an economic question or as a political question, 
but it must be looked at as an ethical question; and every single decision 
which we make as regards business, politics or social life, has its ethical 
place, its ethical points of view. 

American business is becoming more ethical. We are now inter- 
ested not alone in questions of the right of labor, but we are getting to 
be interested in questions’ of the rights of the man that employs the 
labor. (Great applause.) 

We are tired of this one-sided talk, this one-sided consideration; 
we are awakening to a realization of the fact that the man who pro- 
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duces more and better and cheaper commodities for distribution among 
the people at large and others, is a man who is working for the benefit 
of society as a whole. We are coming to realize that no man or body of 
men has a right to demand from their employer that which they are not 
willing to give to their employer; that they have no right to demand 
honesty from him and not give in return absolute honesty (Great ap- 
plause) ; that they have no right to demand a consideration which they 
are not willing to give; that after all right involves a relationship of two 
people and never only of one person. (Applause.) 

That is a most surprising and interesting thing and the. most hope- 
ful sign of all the signs that I know of in the business world today, that 
ethics is taking its proper place in the thought, and more than that, in 
the lives of American business men. 

After all, you are usurping the position long held by the preachers, 
by the professors, by the professional men. The American business man 
today is becoming not only a world leader in business production, but 
he is becoming a leader in the embodiment of his own self and in his 
business relations of ethical considerations. Business is growing better, 
because the men that are in it are growing better, because ethical con- 
siderations are dominating their lives and their relations. 

The boys who have been studying under me for the past three or 
four years, when they came into my office before graduation this year 
to ask me about their future careers, did not say, I want to be a lawyer, 
I want to be a doctor, or I want to be a social worker; but I found 
that the brighest and the brainiest, most decent fellows that I had were 
going into business. (Great applause.) 

It is men like that that are changing our ideals about business. The 
fellows with the clean moral fiber, the strain of decency and honesty 
and manhood in them, that are taking up business seriously and honestly, 


realizing its moral implications—these are the men that are changing 
or helping to change business; these are the men that you men who 
already have these ideals will find coming under your direction, under 
your guidance,and after all, you men are teachers as well as practitioners 
of the new business ethics. I thank you. (Great applause.) 


M. J. Kohn, Baltimore—I move you that this convention give a 
rising vote of thanks to Prof. Parker for his able address. Motion 
seconded and unanimously carried. 

President Salisbury—I am not at all surprised at the remarks that 
have just been made by Prof. Parker. These Parker boys, you know, 
are all right. > 

The next business we have on hand is the report of our Member- 
ship Committee, not by W. H. Parker, of Cincinnati, but H. W. Parker, 
of St. Paul. (Great laughter and applause.) 


Harry W. Parker, St. Paul— 


Mr. President and Gentlemen: 

I come from no mean city to deliver an epistle from St. Paul. 
(Laughter. ) 

When I came into the convention hall a little while ago, my com- 
posure was sublime, but the rattle and noise of hand musketry has thrown 
me into such confusion of mind that it is with difficulty I can collect my 
scattered thoughts. Indeed, the army of thoughts I held in full com- 
mand when I came in has broken ranks, and I find myself deserted upon 
the field, (Laughter.) I sound the bugle call of assembly, but it falls 
upon unheeding ears, The difficulty I experienced in gathering together 
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even a fragment of the scattered troops is equaled only by the experience 
of Pat Kline and his fellow workmen: 


Tim Casey and his friend Pat Cline 
Were blasting rock one day, 
When the blast went off and blew poor Tim 
Clear to the milky-way. ° 
When Tim came down he came so fast, 
His soul was left behind; 
An arm and leg were all of him 
That they could ever find. 
The foreman said to Pat: ‘Go home 
And see Tim’s poor old wife, 
And gently break the news to her 
That Tim has lost his life.’ 
So, Pat went sadly to Tim’s home 
And when he saw Tim’s wife, he cried: 
‘Did Mr. Casey have insurance on his life?’ 
“You bet your life he has,’ says she. 
‘Hurrah for that,’ says Pat; 
“We can’t collect your husband, 
But we'll help you collect that!’ ” (Great laughter. ) 


When the board of directors honored me by making me the chair- 
man of the Membership Committee, they sent as special embassador, 
“Sir? Harry Tregoe, to apprise me of the fact. When he acquainted me 
of his mission, I objected, I remonstrated, but to no avail. “Sir” Harry 
approached me in an affable manner, with that engaging smile for which 
he is noted; (laughter) his eyes agleam, with lips parted in a bewitching 
smile, he wooed and wooed, and as he warmed and glowed in his wooing, 
I felt myself relenting, my cold heart melting, and before I knew what I 
was saying, I had answered “Yes.” (Laughter.) His engaging smile, his 
affable manner, his courtly mien, his politeness, if you please, had won 
the day. 

And speaking of politeness reminds me of the story told of the late 
President Harahan of the Illinois Central Railroad: 

A burly Irishman opened the door abruptly and walked into Mr. 
Harahan’s office and said: “Ar’re yez the prisidint?”’ “I am.” “Well, 
me name is Casey—Michael Casey; oi worruk out in th’ yar-r-ds. Oi 
want a pass to St. Louis.” The President replied: ‘Well, my man, that 
is hardly the way to ask for a pass; you should be more polite. Take 
off your hat. Now you go away and come back in an hour and see if 
you can do any better.” An hour rolled by; a tap came on the president’s 
door: “Come in,” said a voice. Mike walked in. Removing his hat, 
he said: “The top o’ the marnin’ to yez, soor.” “The same to you, sir.” 
“Arre yez the prisidint?”’ “I am.” “Well, sorr, me name is Casey— 
Michael Casey, and oi worruk out in the yar-r-ds.” “I am very glad, 
indeed, to know you, Mr. Casey, and what can I do for you?” “Yez 
can all go to hell—oi-ve got a job and a pass on the Wabash.” (Great 
laughter and applause.) 

The president’s introduction reminds me of the introduction given by 
a certain Scotchman—because it is so different. 

A gentleman whose travel talks are known throughout the world, 
was billed to appear in a small town in Scotland, about five miles from 
a railway station. The chairman in introducing the traveler referred to 
him as the “Mon wha’s coom from awa tae broaden oor iritellects,”” and. 
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he said: “At this point I feel that a wee bit of prayer may not be out of 
place,” and continued: “Guid Lord, put it intae the heart of this mon to 
speak the truth, the hale truth and naething but the truth’; and con. 
cluded with this petition: “And guid Lord, gie us grace tae understand 
him.” Then with a side glance at the lecturer, the chairman said: “I’ve 
been a traveler myself.” (Applause.) 

As I left my seat a moment ago to come at the call of you 
president, a gentleman sitting near me said: “Parker, cut the report 
short; come to the point immediately.” The gentleman’s remark 
reminds me of a young man, a graduate of Yale, who went to, 
publisher in New York and confided to him that he wanted to engage 
in a literary career. He asked the publisher to advise him what he 
should do, “I think that I have it in me to become a great literary 
star,” the young man said. The publisher replied: 7 

“Young man, there is just one thing you should always keep in 
mind. When you are writing a story, come to the point immediately, 
Don’t let your readers wade through a lot of descriptive stuff regard. 
ing scenery and what not; say something in the beginning that will 
make them sit up and take notice and you have got them.” 

The young man went away. Some weeks afterwards the pub- 
lisher received a large envelope, opened it up and found it contained 
a manuscript from this young man; and to show how thoroughly the 
young man had absorbed his advice, he found in the first sentence of 
chapter one, these words: “Oh, hell!” cried the dutchess, who from 
excess of modesty had hitherto taken no part in the conversation.” 
(Laughter.) 

I have given you the text from which I shall deliver my dis- 
course, and I shall now proceed to its illustration. 

You have the printed report. I cannot understand why I should 
bore you by reading something that you yourselves, I believe, are 
able to read. It seems to me that as the resolutions offered by the 
committee contain in brief everything that is said in the report before, 
it will be perfectly in keeping if I simply read the resolutions. 

President Salisbury—There are no objections. 

Mr. Parker—I thank you, sir. 

The resolutions were then read and the committee’s report ordered 
made a part of the proceedings. 


Report of Membership Committee 


To the Officers and Members of the, National Association of Credit Men. 


Your Committee on Membership presents below the total member- 
ship of each local association as*recorded in the National office at the 
close of this year, and the total membership of each as recorded on June 
I, 1912, also the total individual membership as of the two periods. 

At Boston one year ago the membership stood at 15,845. The menr- 
bership at the close of this year is 17,145, and a net increase for the 
year is therefore shown of 1,300. , 

There were organized by our field representatives during the year 
ten new affiliated branches at 


Chattanooga, Tenn. Roanoke, Va. 
Green Bay, Wis. Siofix City, Iowa, 
Hartford, Conn. Sioux Falls, S. D. 
Evansville, Ind. Washington, D. C. 
Peoria, Ill. Worcester, Mass. 





These branch associations were organized in each instance through 
local interest and demand. They are so located geographically that the 
influence of the National Association of Credit Men is materially strength- 
ened. There is everything to indicate to your committee that these new 
bodies will prosper. 

We must ‘refer with feelings of gratification to the forming of an 
association at Sioux City, for when the National body was organized in 


1896, there was an association in that city which gave us the first president 
of the National Association. 


H. W. PARKER 
‘Merchants National Bank, St. Paul, Minn. 
Chairman, Membership Committee and Director 


The formation of an association at Sioux Falls, S. D., was also a dis- 
tinct gratification, for the reason that prior to its organization we were 
without an association or individual member in South Dakota. 

It was discovered by your committee upon a careful study of the 
field, that while a new local association is under consideration there is a 
wave of lively interest, which if not conserved may lead to discourage- 
ment and a belief upon the part of the new and inexperienced officials 
that the local work is not properly progressing. We earnestly commend. 
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therefore, to the succeeding Membership Committee and to the Secretary 
the welfare of the associations organized this year, and those that will be 
organized hereafter. We urge the need of extending the officials of these 
new organizations every possible advice, guidance and co-operation, let- 
ters of a general or specific nature should be written to the officials and 
members, their welfare and progress closely observed, and effort made 
to create in these localities a consciousness of the substantial value and 
work of our Association. 

Your committee appreciates that each succeeding year will bring its 
distinct problems in the membership department which will demand very 
earnest thought and consideration from committees, officers and directors. 

We have the right to look with pride upon our present numerical 
strength and the fact that we are the largest commercial organization unit 
in this country and probably in the world. Wisdom, soundness of effort 
and unselfishness of principle have established the confidence in credit 
grantors which has permitted our splendid yearly increase and forced a 
general recognition of our special work; but the very fact of this large 
membership will bring new problems, both in maintaining the Associa- 
tion’s integrity and adding a reasonable increase yearly. 

Your committee has observed that where a local association is suff- 
ciently large in numbers and income to retain the exclusive services of a 
secretary, its membership problems are best and most successfully han- 
dled, but where associations,—and there are a large number of them,—are 
not of sufficient size and income to retain the exclusive service of one 
person in the secretarial office and depend upon voluntary or meagerly 
compensated work, the membership problems are not so well controlled, 
and it is our conviction that the National office must endeavor to render 
to the smaller associations very special and substantial assistance in hold- 
ing their membership intact. 

We recommend therefore, that beginning with the new year, when- 
ever desirable members of local associations are reluctant to renew, before 
their resignations are accepted, the names and circumstances be reported 
to the National office and its co-operation solicited for their retention. 

It frequently occurs that a credit department manager fails to 
use the service of the Association to cultivate a contact with other 
credit men, to take the trouble to understand what the Association 
is and will accomplish, and that from its work there is yielded, 
directly or indirectly, an annual dividend to every credit grantor. 
In such cases the National office can supply literature and advices 
by direct communication that will result in many instances in retain- 
ing indefinitely these members and thus contribute a character of 
co-operation with local efforts which should be generally availed of. 

We also recommend that whenever a resignation is accepted by 
a local association and reported to the National office the reasons 
which led to it accompany the report of resignation; and that there 
be kept in the National office a record of the various reasons for the 
resignations hereafter accepted. This record will be interesting to 
future Membership Committees for it will aid them in reaching sub- 
stantial conclusions upon Association plans with a view to maintain- 
ing the integrity of the membership and to reasonably increasing tt. 

- Beyond question interesting and beneficial public meetings will 
contribute largely to the retention and increase of local interest and 
it will be well for the National directors to have the problems of public 
meetings especially studied and recommendations tendered the local asso- 
ciations as to the most effectual plan for their promotion. 
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There was evident this year upon the part of local associations 
a tendency to observe closely the standard qualifications of the National 
Association for membership, and this led to the weeding out of many non- 
credit grantors and the denial of membership to those whose business was 
not properly related to credit granting. The present membership 
of the National Association is perhaps of a better type as related to 
proper membership qualifications than at any time in its history. We 
urge that a high standard of membership qualification be continually 
maintained by each local association. 

We must congratulate and commend our three field representa- 
tives, Mr. R. B. Heacock, Mr. T. B. Howard and Mr. B. C. McQuesten. 
They have each done a very earnest piece of work this year, adding 
materially to our individual membership, increasing the interest of 
those who were members, and organizing new associations. 

The members of your committee were earnestly devoted to their 
responsibilities and gave to the chairman great encouragement and 
constant co-operation. 

There was discovered also a hearty response in every direction 
to the appeals of your chairman and the members of your committee, 
and in concluding this report we want to counsel each local associa- 
tion to appoint a local Membership Committee and that such com- 
mittee be kept alert by suggestions and literature from the National office 
and the Membership Committee. 

Your committee begs to offer the following resolutions: 


1 


“Resolved, That the National Association of Credit Men in con- 
vention assembled, urges upon each local association the -appoint- 
ment of a Membership Committee and that the encouragement and 
activities of these committees be the direct responsibility and study 
of the National office and of the Committee on Membership. 


II. 


“Resolved, That each local association, before accepting the resig- 
nation of a desirable member, report same to the National office and 
that such member be advised direct from the National office upon the 
accomplishments of the Association, the value to be derived through 
its several departments, and the need of co-operation in promoting 
and defending sound commerce and credits. 


III. 


“Resolved, That each local association, when accepting a resigna- 
tion and reporting such resignation to the National office for proper 
record, furnish the reasons for the resignation so that thereafter there 
may be kept a record which will show when resignations were unavoid- 
able and due to retirement from business or consolidation. 


IV. 
“Resolved, That every possible encouragement be extended at 
all times to newly organized associations from the National office 


or succeeding Committees on Membership through advice, literature 
and letters. 
V 


“Resolved, That it be the careful study of the National office or 
of some committee especially created for the purpose to assist in 
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making the public meetings of the local associations effective in main. 


taining the integrity of the present membership and in interesting 
new members.” : 
Respectfully submitted, 


R. A. DuRKEE, 

T. W. GREEN, 

Max OBERNDORFER, 

H. A. SEDGwIck, 

H. W. Parker, Chairman. 


COMPARISON IN MEMBERSHIP FIGURES BY LocaAL ASSOCIATIONS, Datts 
JUNE I, 1912, AND JUNE I, 1913, BEING USED. 
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MEMBERSHIP SCALE. 
1896 
1897 
1898 
1899 
1900 
1901 
1902 
1903 
1904 
1905 
1906 
1907 
1908 
1909 
1910 
1911 
1912 
1913 


600 
1,591 
2,332 
2,536 
3,006 
3,572 
4,004 
4,554 
5,327 
6,061 
7,509 
8,647 
9,791 

11,185 
12,796 
14,424 
15,845 
17,145 


Mr. Parker—I offer the report and the resolutions as read for 
adoption. Seconded by J. H. Kentnor, of Saint Louis. 


President Salisbury—The report of the committee and the resolu- 
tions are before you. The open parliament will be led by George C. 
Morton, of Boston. 

Mr. Morton—It is a pretty difficult task to start in on business after 
listening to the very entertaining report of this committee. I hope you 
will pardon me if my subject seems a little dry. I think that the matter 
of membership is one of great importance, and I am sure we are all 
glad to see the great growth during the past year of some fourteen 
hundred new members; and we look forward hopefully to the coming 
year. x 

From my own experience I think that the best results in the mem- 
bership work come from having the meetings of the local associations 
regularly through the winter season. I know we are getting much better 
results in Boston since we started the idea of having our meetings once a 
month regularly through the winter. Some of our older members thought 
we were having too many meetings, that it was not necessary, but we 
have kept the meetings going, the attendance is increasing all the 
time and a greater interest is coming out all the while. 

I think that the resolution which provides for a membership com- 
mittee is a good one. I think every association. wants a good, live, 
active committee, with a lot of enthusiasm to keep the work right up 
through the season, and not do a little work once in a while, as is 
often the case. 

I believe that a good many members have lost interest in the 
work of the Association and have perhaps resigned or dropped out, 
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because they have not been followed up. If you could keep tab on 
those who attend your meetings and make a list of such members as 
do not turn out, and, if possible, get in touch with some members who 
are well acquainted with those members, and get them to go to them 
personally and invite them to come to the meeting and sit with them at 
the dinner and get them interested, it would be well. I think a great 
many men need a little attention in that way, they do not seem to 
turn out unless some one follows up and gets them interested; and I 
think that might be a good suggestion with a view to interesting the 
members and keeping them awake and perhaps preventing some from 
dropping out or resigning. 

The literature is very important; the sending out of the monthly 
bulletin is important. I think a bulletin giving a summary of the work 
of the previous monthly meeting, what was done at that time, also pre- 
senting credit news items and local items and things taken from the 


monthly secretary’s letter, keep up the interest and prevent members 
from dropping out. 


I sincerely hope that when we assemble at our next convention we 
shall have reached the twenty thousand mark. (Great applause.) 


President Salisbury—J. H. Scales, of Louisville, will follow Mr. 
Morton. 


Mr, Scales—The report of this committee may have been an agree- 
able surprise to some of you. To me it was agreeable both as written and 
spoken, but it was not a surprise. When I learned the personnel of 
this committee, particularly the name of its chairman, I felt that the 
result was assured. You have all heard the expression, “that beats 
the Dutch,” which I suppose means that to do so is an unusual ac- 
complishment. I certainly would not cast any aspersions on our Teutonic 
friends or members, for I have only praise for their fidelity and in- 
tegrity; but when you want to insure results in advance you have 
got to take the canny Scotchman for the job. (Laughter.). So when 
Mr, Parker’s name was mentioned I felt that the result wis assured. 


But speaking seriously, it occurs to me that one of the points to 
be considered by succeeding membership committees is that of the quality 
of our membership. In the past we have been remarkably successful 
in maintaining a very high standard. Strict requirements are placed 
upon the qualifications of the individual members, but it has never been 
possible to impose such qualifications upon the members that come through 
our affiliated associations. I believe that time and again the National Asso- 
ciation in convention has expressed by strong resolutions to the affiliated 
associations its opinion as to the qualifications for membership, namely, 
that it consist of those who are actually interested in the granting of 
credit, and that while commercial strength is to be desired, better results 
will be obtained through an organization whose interests are mutual, whose 
purpose is single, and without a membership that might strive to intro- 
duce some selfish end. 

We have been told that this is the largest commercial organization 
in this country, possibly in the world. It already is large enough to accom- 
plish any reasonable work that it might undertake, and while we expect 
it to grow in numerical strength, I think we must see to it that the standard 
of its membership is maintained, and that we avoid any entangling alli- 
ances or the possibility of any embarrassment by the introduction of 
subversive principles; and, my friends, if we keep this thought in mind, 
I shall feel assured that the dreams of the brave six hundred that launched 
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this organization upon the sea of time some seventeen years ago will be 
more than realized. (Applause.) 

The committee’s report and resolutions offered were then unanimously 
adopted, 
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Recess taken until 2.30 P. M., same day. 
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THIRD DAY 
Thursday, June 19, 1913 
AFTERNOON SESSION 


The afternoon session of the Association was called to order at 2.30 
o'clock P. M. by President Salisbury. 

The secretary read a telegram from Portland Association of Credit 
Men as follows: 


“Our annual meeting extends greetings to the National Association 
and reports the most prosperous year in its history under the leader- 
ship of B. K. Knapp, and looks forward to even greater attainments 
during the administration of Mr. Wasserman, the newly elected presi- 
dent. Our association congratulates the National Association, and has 
full confidence that the year to come will show greater results; and it 
pledges its earnest support and hearty co-operation to the incoming 
administration. Minimum temperature, 60 degrees; maximum, 80 de- 
grees.” (Laughter.) 


Secretary Tregoe—The Nominating Committee reports as follows: 

The Nominating Committee begs oon to report the nominations 
made in due form of the following eighteen members as candidates for 
directors : 


C. R. Burnett, Newark, N. J. C. D. Joyce, Philadelphia, Pa. 

J. M. Callander, Des Moines, Iowa. Samuel Mayer, Cincinnati, Ohio. 

A. C. Carpenter, New Orleans, La. H.G. Moore, Kansas City, Mo. 

Jas. A. Dick, El Paso, Texas. Rich. J. Morawetz, Milwaukee, Wis. 
J. Howard Edwards, Youngstown, J. N. Moylan, Dallas, Texas. 

Ohio. H. W. Parker, St. Paul, Minn. 
Harry B. Grainger, Lincoln, Neb. W. M. Pattison, Cleveland, Ohio. 
L. E. Hall, Wilmington, N. C. J. Edward Stilz, Indianapolis, Ind. 
R. H. Hitchcock, Fitchburg, Mass. E. M. Underwood, Portland, Ore. 

(Individual). S. J. Whitlock, Chicago, Ill. 


President Salisbury—You have heard the report of the Nominating 
Committee. The object for which they were appointed having been 
accomplished they will be discharged with the thanks of the officers and 
the Association. 

The first order of business was to have been an address by Robert 
H. Montgomery, of New York. Mr. Montgomery being unable to attend 
and our program being so full of important work this afternoon, it has 
been decided by the board of. directors that this order of business be 
omitted. 

Mr. Montgomery*s address is made a part of the proceedings and 
is as follows: 


The Fallibility of Unverified Financial Statements 


Appress By Ropert H. MontTcoMERy, NEw YorK, PRESIDENT, AMERICAN 
ASSOCIATION OF PuBLic ACCOUNTANTS. 


Existence would not be endurable without optimism, and the tendency 
to make the best of things is highly commendable. This tendency, how- 
ever, when fully developed encourages a disposition to deceive one’s self, 


621 





which is not wholly objectionable when applied to sociological matters, 
but for one who seeks credit from another to deceive himself is deplor- 
able and without excuse. It is questionable whether the time will ever 
arrive when a man can be depended upon to prepare an absolutely 
impartial statement of his own financial affairs. The one basic reason 
is that we all are fallible, the fallibility of human nature being as old as 
the race. 

Furthermore, as a perfect financial statement would be possible only 
if based on infallibility, we must consider that perfection means 100 per 
cent. efficiency in those human functions which are always more or less 
imperfect. We cannot, if we would, make machines out of ourselves, and 
it is machines only that can operate at 100 per cent. efficiency. Even the 
machine itself cannot continue at its maximum efficiency for any consid- 
erable period of time, so that it would be most unreasonable to expect 
human beings, who at their best are probably not 75 per cent. efficient, 
to turn out product on an equal basis with a 100 per cent. perfect machine. 

Therefore, the financial statement proceeding from a fallible source 
may be expected to be as far short of perfection as the producer himself. 
This may appear to be too strong, but I am prepared to prove that it is 
conservative. 

In the first place, every statement of financial condition is an estimate, 
even though it is an exhibit of the assets and liabilities of a concern which 
has nothing but currency on one side, and capital stock on the other. 
The ultimate realization of the cash depends upon finding it in the cash 
drawer when it is wanted, and an estimate must take into consideration 
the fact that sometimes it is missing. This is the first element of uncer- 
tainty. Then, too, whether the concern is one day or one year old, liabili- 
ties may have been incurred which the particular person who prepares 
the statement knows nothing about, but which are none the less binding 
upon the concern. This is another and very common element of 
uncertainty. 

But we are chiefly interested in the average enterprise, the one with 
accounts receivable, inventories, plant and other fixed and miscellaneous 
assets ; with accounts and notes payable, accrued liabilities of certain and 
uncertain nature. Do we not know from experience that the values 
placed upon all of these items are estimates and subject to fluctuation 
from one hour to another? 


Assume an extreme case: A concern may be dominated by an ex- 
ecutive of extraordinary ability, who devotes an immense amount of 
time to his plant and product, who-knows values and who applies his 
knowledge. The bookkeeper is a master of his art; he has a common 
sense as well as a technical knowledge of the affairs of the concern; he 
can visualize the operations of the business to such an extent that the 
books of account truly represent actual transactions. All of these and 
other elements of the organization are concentrated upon the prepara- 
tion of a financial statement intended to represent the most accurate 
exhibit humanly possible. 

After all is said and done, the statement merely reflects the opinion 
of those who prepared it; they have estimated the value of the assets 
and the amount of the liabilities and nothing in their power can make it 
anything else. In nine cases out of ten a rank outsider, but one familiar 
with the line of business in question, and competent to pass judgment, 
would disagree with some of the valuations, and his estimate might be 
as near the truth as that of the one who fixed the values. 
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Now, if we find the ideal statement founded upon and dependent 
upon estimates which are open to question, what is to be expected where 
ideal conditions do not exist; where the executive is more or less in- 
different to the recording of transactions and the fixing of values of 
plant and product, where the bookkeeper is more or less skillful and 
lacks the power to connect book entries with day-by-day transactions? 
Is it not inevitable that additional grounds for differences of opinion 
exist, and that the likelihood of serious error increases until it in- 
cludes a large proportion of cases involved? 

I have not referred, and do not intend to refer at this point, to state- 
ments which are fraudulent or where there is an intent to produce dis- 
honest statements. I will discuss this class later. 

In referring to the great class of inaccurate statements, I speak 
from experience in stating that the controlling motive in preparing bal- 
ance sheets which show a greater net worth than is warranted by the 
facts is the human tendency to make the best of things. In other words, 
the average man cannot be expected to, and does not, place a true value 
upon his property, nor does he recognize and record the full extent of 
his debts. 

Probably no one in this country has given more thought to the 
question of financial statements than Mr. James G. Cannon, president 
of the Fourth National Bank of New York. In an address some years 
ago, he said: 


“Statements of financial condition should bear the certificate 
of a certified public accountant, because (among other reasons) in- 
accurate and dishonest statements are being constantly received. 
Many statements reach us which are made by irresponsible parties— 
clerks and under-men—and the management is frequently in ignor- 


ance of true conditions. Protection against such is essential.” 


Let us see whether or not a reasonable measure of protection has 
been realized during recent years. 

During 1912 there were, as stated in “Dun’s Review,” 15,452 business 
failures in the United States, with liabilities of $203,000,000. The 
“Review” says: ‘During 1912 there were about 2,000 more failures than 
in the preceding year, and this, unless it can be explained, is in direct 
antagonism to the plain evidences of agricultural and industrial pros- 
perity and mercantile activity during the year. The larger number of 
small defaults may be due to the fact that more people are going into 
business with insufficient capital and experience, and thus fall by the 
wayside.” 

Probably ali of the 15,452 submitted statements on uniform blanks 
provided for the purpose. I venture to say that every one was mater- 
lally inaccurate. If compulsory verification were in force, how many 
of those statements would have stood the test? 

Last month, that is, during May, 1913, business reverses were 1,246 
in number, with total liabilities of nearly $17,000,000 (this is the small- 
est total reported for any month this year), and the number of failures - 
was greater than in any May since 1908, and the aggregate amount of 
liabilities was the heaviest in over a decade past. 

You, of course, are familiar with these figures and their signifi- 
cance. Your organization adopted uniform statement blanks fifteen 
years ago, that is, in 1898. Their use has been of tremendous assistance 
in the onerous and important duties which are imposed upon you in 
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your official capacities. Is it not a fact, however, that the outcome of 
the use of statements has been somewhat unsatisfactory? Have not the 
weaknesses pointed out by Mr. Cannon many years ago continued? Am 
I not right in stating that millions of dollars of unjustifiable losses are 
being incurred annually by reason of a false sense of security arising 
out of the custom of accepting statements prepared by interested parties. 

I am heartily in favor of standard forms, but it must never be for- 
gotten that the man who overstated his net worth before the adoption of 
uniform blanks in all probability continues the practice. I have com- 
pared your official form of statement with those in use by the bankers 
and the mercantile agencies, and it is a much better form than any other 
I have seen. 

The forms used by the mercantile agencies are the least scientific 
of any in general use. As you are vitally interested in the reports se- 
cured by the agencies, I would suggest that you use your efforts to 
have them improve their forms. 

If you were to insist, further, that the agencies designate by a suit- 
able mark, say a star, those concerns from which they have secured certi- 
fied statements, you would have, in my opinion, readily available a Roll 
of Honor so far as credit risks are concerned. Within a reasonable time 
all of the good concerns would have the designation, the weak ones could 
not get it, and a considerable percentage of your losses would disappear. 

If, then, the compulsory uniform statement has not proved to be the 
panacea which you hoped for, is it not reasonable to suppose that the 
suggestion of Mr. Cannon referred to, if carried into practice, can do no 
harm, and possibly may be of unlimited value, by reason of the strength 
which will be added to the honest and strong concern which presents a 
certified statement, and the stoppage of credit which will follow where a 
verified statement is refused. 

In an address before the American Association of Public Account- 
ants, Chicago, September, 1912, Mr. David R. Forgan, President National 
City Bank, Chicago, said: 


“In a bank managed by experienced men, almost all of the 
losses are due to one cause, namely, incorrect statements either inno- 
cently or wickedly made by the borrower. Any banker of average 
intelligence can tell a good statement from a bad one—provided it 
is a true statement. But there’s the rub! Is it a true statement? 
In many cases the revelations coming after bankruptcy prove that 
the statements recently submitted as a basis for credit were so far 
from true that they must have »been deliberately made to deceive 
the banker. I say this after making full allowances for change ot 
conditions and point of view. * This does not prove, however, that 
statements are untrue as a general rule. So long as a business is 
prosperous, there is no need for incorrect statements. Experience, 
however, proves that few men squarely face the facts when their 
business drifts into trouble, and still fewer have the courage to 
reveal the truth to their banker. The result is that between self- 
deception and moral cowardice the banker is deceived into making 
loans which entail loss, and which he never would have made had 
he known the facts.” 







The experience of professional accountants fully bears out the con- 
tention which I have offered to prove. We, of course, find that in prac- 
tically every case of insolvency or liquidation there has been an over- 
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statement of net worth, but eliminating this class we find solvent concerns 
are not so careful as they should be with respect to the accuracy of their 
statements. Here it may be laid largely to optimism but it is none the 
less dangerous, for it frequently leads to insolvency and consequent loss 
to creditors. 

We find, for instance, in that vast number of cases where insuff- 
cient provision is made for bad debts, other losses, obsolescence and 
depreciation of plant and fixtures, that the over-statement of profits leads 
to excessive withdrawals of profits, so that the actual profits of a concern 
may be considerable, but if the book profits are largely overstated, the 


RICHARD J. MORAWETZ 
The Morawetz Co., Milwaukee, Wis. 
Director 


withdrawals from the business, which are naturally based on book profits, 
are almost sure to be excessive, which inevitably leads to ruin. 

_ In many of these cases, perhaps in most of them, the fault is wholly 
unintentional. Whether we call it optimism or ignorance, the result is 
the same and the remedy is the same. What such a concern needs is 
expert and friendly advice, and this must be based upon an analysis and 
verification of the financial statements. 
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Estimates will still be the basis, but the impartial scrutiny of a skill 
ful adviser will tend to revise the estimates by pointing out the errors or 
weak spots. 

If it can be made apparent to the man who overstates his net worth 
that in fooling himself he is doing himself positive harm, and that the 
detriment is not offset by the benefit of any temporary extension of credit 
he may receive, are we not doing him a great service? 

Procrastination is as harmful as optimism. The executive knows 
that some of his assets are overvalued or that liabilities have been 
incurred or losses sustained which do not appear upon the books, but he 
does not have the nerve to face the decrease in his net worth which would 
follow the proper treatment of the items; he hopes that next year will 
show greatly increased profits, and he promises himself that out of these 
profits he will adjust his accounts to true values. But the hoped-for day 
never arrives, and year after year he signs a statement which does not 
correctly set forth his true financial condition. 

We have all heard the story of the judge who would not credit the 
assertion that petitions were worthless as expressing the real opinions 
of signers, but who changed his mind subsequently, when he was con- 
fronted with a petition signed by most of the prominent citizens of his 
city praying that he (the judge) be hanged. 

So it is with statements. They are signed in many cases by busi- 
ness men without the slightest verification on their own part, and if, as 
is often the case, serious but innocent errors have slipped in, the erron- 
eous statement goes forth uncorrected. 

A few days ago I was asked by the president of a corporation why 
it: was that they had received a bill for the federal excise or corpora- 
tion tax amounting to some hundreds of dollars when he knew that they 
had been losing money for the last two years. Inquiry developed the 
remarkable situation that the company’s lawyer had prepared the return 
upon which the tax was based, and being unfamiliar with figures, had 
transposed some of them so that a result was reached which was just 
opposite to the true one. The president of the company signed the 
return and made an affidavit to its accuracy. 

This would be an unfair example if it represented an isolated case, 
but every banker, every credit man, every accountant knows that the 
carelessly executed statement is too often in evidence. 

If statements circulated only locally, there would be a most valu- 
able check upon their accuracy. Credit men and bankers, by reason 
of their experience and skill, can almost intuitively detect a tendency 
to an overestimate of net worth. But the average statement of finan- 
cial condition travels far and wide and it is a physical impossibility for 
the dispenser of credit to secure what might be termed the “atmosphere” 
surrounding the enterprise from which the statement emanates. 

I know that rules have been formulated for analyzing the several 
items of assets and liabilities which appear upon the. statements, that 
cleverly drafted forms must be used and skillfully drawn questions must 
be answered, but I know, and you know, that so long as we continue to 
be fallible human beings, net worth will be overstated by the marking 
up of assets or the marking down of liabilities, or by other means which 
accomplish the same purpose. 

Those whose knowledge of this unfortunate condition has been 
most keen have for many years favored stricter laws governing the 
issuance of false statements, and I am glad to say that these efforts 
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have met with a fair measure of success. But vast numbers of incor- 
rect statements are in circulation, the discovery of which does not sub- 
ject those who are responsible for them to statutory punishment. Uni- 
form false statement laws are being adopted rapidly, and the movement 
should extend to every state. I wish to take this opportunity to con- 
gratulate your Association on the vigor and persistence with which you 
have prosecuted your campaign for improvements in the laws govern- 
ing the issuance of false statements. Harold Remington, Esq., of the 
New York bar, in his very admirable little book, “The Laws Against 
False Financial Statements,’ states that these laws in substantially 
identical form have been adopted within the last four years by New 
York, New Jersey, Illinois, Ohio, Connecticut, Michigan, Minnesota, 
Missouri, Montana, New Mexico, Rhode Island and Tennessee—a most 
respectable and satisfactory showing. 


Unfortunately, however, these laws do not reach in any way the 
inaccurate and misleading statements to which I have thus far referred. 
for these laws are taken up with crime, with intentional falsification of 
statements, while there still remains the broad margin—the broadest field 
of all—the reckless statement, or the statement signed in ignorance 


that does harm just the same, like the gun that was not thought to be 
loaded. 


The first section of the new law reads in part: “Any person who 
shall KNOWINGLY make or cause to be made any false statement in 
writing,” etc. Now, it must be “knowingly” and it must be “false,” and 
“false” imports fraud, so that the great class, the greatest class, of 
inaccurate statements which are being used today as a basis of credit 
is not reached by the new law—this criminal law—admirable as it is. 


It undoubtedly checks the crook, but most business men are not 
crooks, and while none of us would criticize this happy condition, yet 
we are not helped in our desire to eliminate those incorrect, but not 
fraudulent, statements which are more apt to lead to losses than the 
fraudulent ones. You are all familiar with the conundrum which is 
appearing in the advertising pages of the magazines, “Why is it that we 
get more wool from white sheep than black ones?” The answer, “Be- 
cause there are more of them,” illustrates my point. Losses incurred 
by extension of credit to concerns where no one can be criminally prose- 


cuted are tremendously greater than are those based on fraudulent state- 
ments. 


Independent verification is quite as important with respect to one 
class as the other, but in view of the limited time at my disposal, I will 
not discuss at length the advisability of insisting upon the verification 
of all statements where the slightest suspicion that irregularities of any 
kind exists, because the wisdom of such a course is obvious, and it may 
be taken for granted that all those empowered to insist upon a verifica- 
tion, the bankers and credit men chiefly, will, and do, recognize the 
necessity for this step. 


My concern is that the verification is least in evidence where it is 


most needed. It is the trusted employee who defaults. Of course it is, 
because he is the one who has the opportunity—he is not watched. 


The big losses you sustain year in and year out come as a surprise 
to you from the respectable and honored concerns, the concerns whose 
statements the bankers and credit men do not verify personally nor cause 
to be verified by some independent means. 
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To summarize, inaccuracies arise from: 


1. The fallibility of human nature, which, with respect to 
financial statements, leads to optimism, the making the best of 
things, which inevitably leads to the perhaps unconscious over- 
statement of assets, and understatement of liabilities. 


2. The inevitable errors which arise in the use of estimates, 
honest errors, but errors which almost always result in an over- 
statement of net worth. 


3. Ignorance of executives and clerks, inefficient methods and 
systems, resulting in misleading statements of financial condition, 
Strange to say, such statements nearly always overstate net worth, 

4. Consciousness of weak spots, but coupled with a mental 
reservation to adjust them later. 


If we can agree that the factors named are of sufficient importance 
to warrant an independent verification; if it is true that for his own 
sake, as well as for the benefit of the dispenser of credit, the seeker for 
credit should have his-statement verified, how is it to be done? 

While I speak to you as a representative of the profession of ac- 
countancy, I would not magnify our worth. I recognize, for instance, 
that in a financial statement perhaps the most important item is the 
inventory, and I believe that few are so well qualified te pass upon the 
actual value of an inventory as a good credit man. I know of no one 
so well qualified to pass upon the notes and accounts receivable as a 
good banker. But there is a natural limitation, purely physical, which 
makes it impossible for the credit men and the bankers to extend their 
services to those who need them the most, so that whether we like it or 
not, the public accountants of the country are the only ones who are 
available to act as the intermediaries between the dispensers and the 
recipients of credit. They are a necessity to the former and a most 
valuable aid to the latter. 

Accountants have learned much and have much to learn. Within 
the last few years we have been taught the importance of aiming at the 
“high spots,” of magnifying the essentials and minimizing the non- 
essentials. 

Over $100,000,000 of net losses were sustained through business 
failures during 1912, and this in spite of a great improvement in credit 
reporting and credit methods. Most of the failures were of concerns 
whose financial statements were unverified. 

In view of this record and the-comparatively small use now made 
of professional auditors, is it unreasonable or undignified to suggest 
more active co-operation between credit men and professional account- 
ants for their mutual benefit? 

It is not contended that the professional auditor should attempt 
the manifold duties of the credit man, nor that the latter should bur- 
den himself with the technical knowledge required to make an audit. 
It is, however, urged without fear of successful contradiction that an 
auditor would be able to render better service to his clients if he could 
acquire some of the instincts of the successful credit man, and keep 
constantly before him, when making investigations involving proposed 
credits, many of the requirements which the science of credits has found 
to be essential. 

Likewise, who will deny that the credit man could perform his 
work more easily and scientifically. if he were conversant with the prin- 
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ciples, and could take advantage of the experience underlying the prac- 
tice of professional auditing? 


President Salisbury—The next order of business is the report of 
the Fire Insurance Committee. In the absence of a representative on 
that committee Secretary Tregoe will read the report. 

The report of the Fire Insurance Committee was then read by the 
secretary. 

! 
Report of the Fire Insurance Committee 


To the Officers and Members of the National Association of Credit Men. 


Every member of this Association must recognize how much more 
alive than a few years ago are the American people to the burden they 
have been imposing upon themselves through extravagant fire waste. 
Until recently we were, as a people, utterly: apathetic and calloused to 
heavy fire losses. What we now look upon as a large self-imposed in- 
surance tax of approximately $450,000,000 per year had been simply 
a matter of course, that over which, at least so far as prevention was 
concerned, we had no control. Care in handling fire was characteristic 
of an individual here and there, but it had no appeal to the general 
public and very little to municipal and state authorities. 

Those who had any visions as to what the end under such circum- 
stances might be realized that the fundamental thing was to change the 
attitude of the people toward fire waste, making them appreciate, first, 
that property burned is utterly destroyed even though so far as the 
immediate owner is concerned it may be replaced through insurance 
funds, and second, that men have it in their power to control to a de- 
gree almost incredible the number and extent of fires. 

In the work of bringing about this change of attitude our Asso- 
ciation has been a factor of much importance, for it came into the field 
with great prestige and widely extended influence. The handful who 
were battling for better conditions were heartened by the Association’s 
help and welcomed our co-operation. A review of the work which the 
Association has done in this direction in the last half-dozen years could 
be quickly told, but it makes a record of splendid service to commerce 
and the whole people. 

The BuLierin has endeavored throughout the year to keep the 
minds of members astir to their duty in this department, for the most 
part through short notes built, so far as possible, on reports reaching 
the National office regarding activities of fire insurance committees of 
local associations. For instance, we find the fire insurance committee 
of the Chicago association working with other commercial bodies of 
that city for the installation of a high-pressure water system; a lead- 
ing member of the Columbus association appointed on a committee of 
three Columbus citizens to make preliminary arrangements for an or- 
ganization to prevent unnecessary fires in their city; E. M. Underwood, 
of Portland, Oregon, a member of the Fire Insurance Committee of the 
National Association and one of the most constant and _ intelligent 
workers in this department, awakening his city to the necessity of keep- 
ing vacant lots, alleys, and back yards clean, establishing neighborhood 
fire prevention clubs, keeping in close touch with the local Underwriters’ 
Inspection Bureau to see that public, and especially school buildings 
were made safe, and again arranging for leaflets for the children of 
the schools of the state with a view to instructing them in methods of 
preventing fire; in Tennessee, President Hill of the Nashville associa- 
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tion addressing the convention of the local fire insurance agents on the 
duty of all to educate the people to the point where they will understand 
the criminality of carelessness with fire; in Pittsburgh, the Credit Men’; 
Association working for a measure to give the city fire department in. 
spection privileges and duties and the right to enforce under reason. 
able restrictions the mandates of the department; in Philadelphia, the 
association giving its hearty endorsement to the most thorough-going 
inspection and clean-up ever attempted in any large city; and probably 
in no part of the country was there a greater awakening than in eastem 
New England, the proclamation of the Massachusetts governor calling 
upon all citizens to observe appropriately November gth, the anniversary 
of the great Boston fire, as Fire Prevention Day, being recognized by the 
Boston Credit Men’s Association as a call to action, the association 
issuing a powerful appeal to all business interests to sustain Governor 
Foss in his purposes; in New York we find the association active in 
defeating a movement to repeal a recently adopted safety match ordi- 
nance, and in St. Louis, the St. Louis Engineers Club, the St. Louis 
Architectural Club, the St. Louis Chapter of the American Institute of 
Architects, and the Credit Men’s Association joining in a great fire pre. 
vention meeting at which one of the principal speakers was a leader 
in the credit circles of eastern Missouri, James E. Black, of Wertheimer. 
Swarts Shoe Company. 

Your committee is glad to call attention to the progress which has 
been made in the last two years in having at least one day annually 
named by the governors of our states as Fire Prevention Day. Two 
years ago not more than three or four states gave heed to the sugges. 
tion to set aside a clean-up day and one on which the children in par- 
ticular should be given, in the simplest and most interesting manner, 
information regarding common causes of fire. But last year in over 
thirty states, including several on the Atlantic seaboard where Fire 
Prevention Day had never taken hold, the day was observed with great 
seriousness. The American people ought not to need the lessons Fire 
Prevention Day is intended to teach, but unfortunately they do, and 
your committee urges that the Association lend its influence and en- 
ergies to the extension of Fire Prevention Day until it shall be observed 
in every state and given a genuine significance for every citizen. 


That which appealed to the committee as its best line of effort 
during the year is expressed in the word INSPECTION. The com- 
mittee felt, after careful consideration, that intelligent, persistent in- 
spection, if it could be made general instead of the exception, would 
do more than anything else to prevent fire, just as inspection or watch- 
fulness does more than anything else to protect against failures. Those 
of the committee who are acquainted with the mutual factory insur- 
ance companies as in New England have been made to realize what in- 
sistence upon inspection has meant to those scientifically conducted 
institutions. and so the committee has laid stress upon inspection, first, 
municipal inspection and prevention, and second, inspection of indi- 
vidual plants by the owners. 

Not much can be accomplished in one year. It takes time for such 
thought to get rooted, but a start has been made by the drafting of a 
proposed inspection blank which, after due criticism, it is hoped may 
be issued by the Association and distributed among the members and 
by them among their customers. If we can get individual inspection 
and also municipal inspection in the form of a third arm of our fire 
alarm and fire extinguishment service, to be known as “fire prevention 
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bureau,” we are going to have in the course of a few years the fire tax 
on commerce reduced from $450,000,000 to $300,000,000, and _ besides, 
less need of the rapid multiplication of expensive municipal fire: ex- 
tinguishment apparatus. We urge, therefore, that the incoming com- 
mittee keep before it the purpose of developing as rapidly as possible 
in our municipalities and plants, systems of inspection. The thought of 
a prevention bureau related to the fire department, yet not using the 
men in the extinguishment department, has taken hold wonderfully 
in the last two years and in no city will a local association have the 
difficulty it would have had a few years ago to interest the people and 
authorities in such bureau. 

One member suggested to the committee that tenants or owners 
of factories, warehouses and wholesale and retail stores be obliged by 
ordinance to make quarterly inspections of their premises, sending copies 
of reports to the chief of the city fire department and that penalty be 
imposed for false reporting. Probably such ordinance would come 
under the power of the police dealing with the benefit of the public, and 
if it were general in character and did not discriminate as to plants in- 
spected, there is no reason to presume that it would not be sustained 
by the court. 

In the legislative field there is little for your committee to report, 
except that laws were put on the statute books during the last legislative 
season giving Indiana and Georgia fire marshal departments. Thirty 
states now have fire marshals, who deal specifically with the classifica- 
tion of causes of fire, inspection, and education against fire waste. The 
work of these marshals is in many cases well seconded and sustained 
by state fire protection associations. 

Further, in the matter of legislation, the work of the credit men 
of Tennessee is worthy of attention, for they undertook to protect 
against the passage of several measures touching fire insurance which, 
if enacted into law, would have harmed rather than benefited business. 

Again, in this connection, it is proper to note the legislative situa- 
tion in Missouri. The action of the legislature of that state during the 
session’s closing hours did more to show the relationship between credit 
and fire insurance than a hundred addresses on that much mooted sub- 
ject have done. Legislation not only inimical to fire insurance inter- 
ests but entirely out of harmony with well understood fire insurance 
principles brought a general suspension of business in the state on the 
part of nearly two hundred companies. As a result, the business of 
real estate loans and construction requiring large insurance coverage 
was brought to a halt and trade met many and serious embarrassments. 
The lesson is one of importance to commercial interests. It means that 
business men must take an intelligent and active part in the selection of 
members of our law-making bodies if legitimate business is to be pro- 
tected against cure-all legislators. 

Such confusion as there is in Missouri as this report is written is 
to no little extent due to the supineness of our business men, who, just 
as if it were of no consequence to them, permit ranters and incom- 
petents with imagined grievances to deal out through the press and from 
the platform false pretnises without attempting to counteract their 
teachings with sound doctrine, and then are surprised that after years 
of false teaching our legislators, eager to pander to the people, enact 
laws regulating business to the extent of suppression and running 
counter to laws as immutable as that of gravitation. We believe it is 
generally recognized that among the members of this Association a 
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saner view of the business of insurance prevails than among the general 
run of business men and that we are doing much as an Association to 
bring about those conditions which will finally mean lower rates. The 
affiliated branches at St. Joseph, St. Louis, and Kansas City have been 
alert to the question of reducing premium rates and have gone about 
this work, first asking the question, “To what extent are we ourselves 
responsible for the high insurance tax being levied upon us?” This 
is a question we want every fire insurance committee of every loca! 
association to ask itself during the coming year and try to find the an- 
swer for its community, for it is the primary question in our subject. 

The committee suggests that next year the Association make a 
special study of the law as just passed in Ohio making certain require- 
ments regarding the erection of buildings in all parts of the state. If 
it is found feasible to secure proper state building laws, it may well 
be simpler to enforce safe construction through appeal to the state 
authorities than through appeal to city authorities. 

Finally, our members can do much by example, particularly in 
installing in their plants those devices which have proved effective in 
putting out incipient fires. The records show a large number of fires 
extinguished by simple interior devices, and the Fire Insurance’ Com- 
mittee of the National Association should continue to urge upon_its iu- 
dividual members attention particularly to the question of arresting in- 
cipient blazes. 

In conclusion, the following resolutions are offered for your con- 
sideration : 


I 


“Resolved, That the National Association of Credit Men, in co:- 
vention, urges on its local organizations to appoint fire insurance com- 
mittees whose duty it shall be to study conditions in their respective 


communities and to educate members and business men generally in the 
principles of insurance, and to study methods of reducing the excessive 
fire loss of our cities. 

II 


“Resolved, That we express our appreciation of the earnest and 
intelligent effort put forth by many of our local fire insurance com- 
mittees during the past year, all of which gives great encouragement 
that we are to reach, within reasonable time, a fair solution of our heavy 
loss problems. 

III 


“Resolved, That the Association recognizes that the setting aside of 
at least one day a year in every state as Fire Prevention Day is highly 
important and urges on its members to help bring about proper ob- 
servance of the day. 

IV 


“Resolved, That the approval of the convention be given to the 
cornmittee in the emphasis it has laid upon inspection and that it urge 
upon the incoming committee to develop the Association’s proposed in- 
spection blank and take every opportunity to extend among our munici- 
palities inspection and prevention departments. as a third arm of fire 
department service. 

V 


“Resolved, That the close relationship between the credit system 
of doing business and insurance makes it vitally necessary that business 
men use their active influence against highly restrictive insurance legis- 
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lation and work persistently for a sane treatment of fire insurance in- 
terests at our state capitols.” 


Respectfully submitted, 


L. W. Brown, 

D. L. SAWYER, 

Greorce W. Hayes, 

W. R. Kine, 

E. M. UnpDERwoop, 

A. H. Butrarp, Choirman. 


Secretary Tregoe—On behalf of the committee I move that the 
report and resolutions be adopted. 


Motion seconded by A. N. Ritz, of Milwaukee. 


President Salisbury—The report of the committee and the resolu- 
tions are before you. The open parliament on this subject wili be led 
by H. T. Hill, of Nashville, Tenn. 

Mr. Hill—I believe that every credit man who has given the sub- 
ject of fire insurance any thought realizes that the enormous fire waste 
of this country is slowly but surely undermining the foundations on which 
rest our entire commercial structure, and if it is not checked its progress 
will be felt before the general public realizes its significance. This may 
be a startling statement, but if you will look at statistics you will find 
that the fire insurance waste is greater than the combined losses through 
banking and commercial failures; and you will also find that the fire 
waste in the United States is ten times that of continental Europe. The 
best and most efficient method of checking the great fire waste is the 
method recommended by your committee on fire insurance, and that is 
by inspection. You cannot always get the city authorities to have the 
proper inspection but you can inspect your own premises. What each 
member of this Association should do is to have individual inspection, 
and when the fire insurance committee gets up the proper form, each 
member of this organization ought to have those inspections made accord- 
ing to that form regularly. Just think what a power that would be, for 
the seventeen thousand members of this Association would have inspec- 
tion of their plants four times a year, about seventy thousand inspections 
a year by the members of the Credit Men’s Association of the United 
States. 

The people should be educated to understand that the responsibility 
for the enormous fire waste rests upon them, that it is criminal for a 
man to burn his own property and the property of his neighbors by care- 
lessness by fire. In France you cannot destoy the property of another 
through carelessness by fire without being made to reimburse that 
person by law. Why should there be a legal responsibility abroad 
and not even a moral responsibility at home? It has been charged 
by the business men and public that insurance rates are too high, and 
that charge is well founded ; but these same people do not seem to realize 
that it rests with them to lower the rates. Some of our state legislatures 
have attempted to lower the cost of insurance without preventing fires, 
but when you attempt to lower the price of the insurance without lessen- 
ing the fire loss, you are going to force all the honest insurance com- 
panies to withdraw from the state. The insurance companies have started 
with this proposition at the end instead of at the beginning. Laws should 
be oa that will not work a hardship on the public but will lower 
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the enormous waste caused by fire and then demand should be made 
of the insurance companies to lower their price of insurance. We all 
seem to realize that the cause of the enormous fire waste is the indiffer- 
ence of the individual, and in order to get at the very foundation of the 
problem of the enormous fire waste, why not educate the child to the 
true significance of our enormous fire waste. I would respectfully sug- 
gest that the National Association follow the lead of the Portland associa- 
tion, but go a step further, and have a text-book prepared on fire preven- 
tion and the true significance of fire waste and send it to each local 
association, and have each association go before the school boards and 
impress upon them that they have a responsibility for a portion of the 
fire waste; have these text-books adopted as a regular course in the 
public schools of our different cities. I thank you, gentlemen. (Ap- 
plause. ) 

President Salisbury—Mr. Hill will be followed by S. G. Rosson, of 
Baltimore. 

Mr. Rosson—Insurance, it seems to me, is in course of development 
as much as any line of business in this country. The idea of creating 
an average risk or an average opportunity of protection to every line of 
commodity and every line of endeavor is practically covered»under the 
different systems and methods of insurance. I think, in consideration 
of the premiums which we pay for our risks, insurance is an element that 
no one man can afford to overlook in business; and its growth is evi- 
dence of the fact that men feel this way about it. 

There is only one thing that is not yet thoroughly developed in my 
mind in the idea of insurance. We are insured against fire while we 
live; but I am particularly interested in the policy, if any there be, which 
will insure us against fire when we die. (Laughter.) 

But seriously, I want to call attention to some remarks that have 
just been made by parties who have made a study of insurance, and | 
do so for the reason that I think the insurance companies themselves 
are somewhat to blame for a lack of proper understanding and appre- 
ciation of the protection of insurance. I just call attention to a clipping 
that I noticed that has reference to the methods in this country provoca- 
tive of carelessness and criminality, and the article inquires, are they less 
safe and sound than those of foreign countries? These questions are 
raised almost simultaneously in two directions, in a series of articles by 
Arthur E. MacFarland, in Collier's Weekly, and in the document on 
“Incendiarism in New York City,” published not long ago by the Fire 
Insurance Commissioner of New York, Joseph Johnson. The criticism 
in both cases is the same. Commigsioner Johnson says very plainly: 
“The indiscriminate granting of policies by insurance companies without 
proper investigation of the character of the applicant and the nature of 
the risk, is the main cause of the crime of arson.” He puts the loss aris- 
ing from our bad system at one-quarter of the whole, and points out 
that New York’s fire loss is nearly five times as great as that of any 
foreign city; and he finds the ultimate cause of difference in the rigid 
inspection in foreign countries before the policy is written. Both writers 
point out that the total insurance losses not only increase when business 
is bad, following certain seasons regularly, but that the losses also follow 
the fashions. So that there seems evidently a question of credit in the 
consideration of the issuance of the fire insurance policy. 

To my mind the fire insurance policy risk should be taken and 
considered on the same basis as the credit man extends credit. He 
should know the condition of the applicant financially as well as 
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morally. Circumstances lead to things one does not originally con- 
template ; and it would seem to me that the closest scrutiny regarding 
an applicant is just as important and valuable to an insurance com- 
pany as to a credit man. Its risk is one of money and just as exact- 
ing and just as necessary. 

The idea of the insurance companies seems, generally speaking, 
to be to increase the rate with the hazard. They charge what it costs 
to carry the insurance rather than to endeavor to reduce the hazard 
and likewise the rate. It is true the individual is to blame for the 
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condition requiring high rates of insurance, but not wholly so. Many 
of us follow along the lines of least resistance, and if we have the 
opportunity to commit fraud and feel that the safe-guards are lax 
and we can safely commit fraud, we are more likely to do so. 

Every fire is caused by one who either does or does not intend it. 
The result is the same. If the party at heart is not good in his 
intentions, that should be determined when the risk is taken, just 
as you determine your credit at that time. 
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We credit men extend our credits in many instances largely upon 
the basis of the fact that the merchant is insured. Now, when that 
insurance is of no value, we have extended our credit on a false basis, 
and it seems to me it is up to the insurance companies that they be 
forced to satisfy themselves as to their risk, then take it, and that 
the loss be paid. 

But I want to call attention now to one more item. In Baltimore 
this spring in our Y. M. C. A. lecture course we were addressed by 
William J. Donnelly, a member of a very large insurance concern. 
The address was a very able one and it covered the situation from 
nearly every business standpoint; and I feel that that address should 
be communicated to the credit men possibly through the BuLLetin, 
not now, but at the convenience of the Association and the secretary, 
But it is a subject of much interest to us all, and being discussed 
from the standpoint of the insurance man I believe that we should 
all like to know how they look at it, and I would suggest that if it 
meet with your approval, the request be made that that address be 
published in the BULLETIN at as early a date as is convenient. 
(Applause.) 

M. J. Kohn, Baltimore—I move that this address be published 
in the BULLETIN, a copy of the address being in the hands of the 
National office at this time. Motion seconded. 


President Salisbury—The question before us is of course the 
report of the committee, but this motion might properly come after 
we have disposed of the report of the committee and the resolutions, 
as it is not offered as a resolution; and at the same time the motion 
should not be made so strong as to put upon the BULLETIN an un- 
necéssary expense, although the paper referred to is a very valuable 
paper, undoubtedly. If it is the desire of the convention to consider 
the motion I will put it now. 

A. N. Ritz, Milwaukee—I move the previous question. 

President Salisbury—The previous question is moved, and as the 
chair believes that this motion is out of order at this time, I feel sure 
that you will pardon, me if I simply proceed with the report of the 
committee. . 

The report and resolutions of the committee were then unani- 
mously adopted as presented above. 

.President Salisbury—We shall now consider the motion as pre- 
sented by Baltimore. 

Mr. Kohn—You made the remark that in your opinion you ought 
not to put any additional expense+on the organization. My idea 
of the BuLLETIN is that its purpose is to impart information that is 
valuable to the entire community or to our organization. This paper 
of Mr. Donnelly, which I listened to, I think is of sufficient impor- 
tance for our members, all of them, to read, and my experience has 
been that the BULLETIN is very glad to receive articles of that kind. 
It is not with the idea of imposing expense but it is a very important 
paper, particularly coming under this head. 

Mr. Ritz—It seems to me the report covers the matter fully and 
it is useless to publish too much on this subject. I think if the report 
of this committee is published it will give plenty of information and 
warning and that is all that is necessary at this time. 

T. J. Bartlette, New Orleans—I move that the subject matter of 
this motion be referred to the incoming committee, which can then 
decide as to the propriety and feasibility of publishing the address 
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in full in the BuLLETIN. That would relieve Secretary Tregoe from 
the necessity of passing upon it, and at the same time it is a matter 
that this convention, I think, would hardly be able to pass upon, as 
to the advisability and feasibility of publishing an address which it 
had not heard. Let it go into the hands of the incoming committee 
on the subject. 

President Salisbury—The motion is to refer the matter to the 
incoming committee. Seconded by H. W. Hardy, of Chicago, and 
unanimously carried. 

Charles Reynolds, New Orleans—Mr. Hiil seems to have antici- 
pated what I had intended to offer. In the past our work on fire 
insurance has largely been that of educating the matured mind, and 
I quite agree that the time has arrived when we should seek to educate 
the growing boys and girls. It is quite apparent that during the 
many years that the boys would be drilled by the teachers, the sub- 
ject would be brought to a point where they would understand the 
effects of and avoid carelessness and indifference and neglect that 
occur now in handling matches and fire. They would readily under- 


stand that they must be careful. To that end I offer the following 
resolutions : 


“Resolved, That the incoming Fire Insurance Committee prepare 
addresses to the various school superintendents throughout the United 
States, or if it seems wiser, send to the different boards of education a 
general letter presenting information and recommendations regarding 
the lessening of fire losses in this country, and be it 


“Resolved, That the said superintendents or boards of education 
be requested to have said addresses or general letters read or lectured 


upon by the teachers on each fire day.” 


Seconded by Mr. Bartlette, of New Orleans. 

A. N. Ritz, Milwaukee—I would like to make an amendment to that 
resolution. I understand this resolution makes it obligatory upon the 
incoming committee to adopt it. I would like to amend it by adding the 
words “at its discretion.” 

Amendment accepted by the maker of the motion and by the 
seconder. 

Unanimously carried. 

Charles E. Meek, New York—I wish to introduce a phase of fire 
protection or prevention. It is not an Association affair so much as an 
individual matter—not a matter so much of pocket as it is of heart. 

At this time of the year it is customary in many families to go to 
the country for a vacation, to go to the seashore or go to the mountains. 
The head of the family writes a letter, as a‘rule, securing the rate of 
board, transportation facilities, and perhaps some other details of similar 
character ; but I am convinced that in the majority of cases he asks abso- 
lutely no question as to whether the hotel management takes any pre- 
caution at all towards the protection of its guests from fire. Men will 
buy stocks and bonds, hire a safety deposit vault, will buy a burglar and 
fireproof safe in which to stow away such material assets; but at 
the same time will send their families into hotels that are mere tinder 
boxes. Each year fires occur in the country hotels with a large loss of 
property, and in very many cases a considerable loss of life; and I want 
the members of this Association to take a little thought home with them, 
and when they have occasion to consider the question of a country or a 
seashore or a mountain hotel, to look into it and to see that something 
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is done to protect their families while they are under the roofs of sum- 
mer hotels. In Modern Engineering, a magazine published in New York, 
there is a comprehensive article on the entire subject in the June issue, 
furnishing figures and complete statements ; and there is no better invest- 
ment, in my judgment, for the members of this Association as indi- 
viduals to make, if they intend to plan their vacations in the. country, 
than to buy that article and read it, for from it you will get a great deal 
more information on that subject than it is possible to give here. (Great 
applause. ) : 

C. B. Cranston, Columbus—I offered this morning, a. little out of 
order, a resolution which I now desire to put before this body. 

“Resolved, That while fire insurance and fire protection are properly 
matters to be considered in the abstract they are so vitally a part of 
credit department work and .methods that each association and member 
be urged to keep them before the debtor at all times.” 

Seconded. 

P. P. Hanley, New Orleans—I move that the resolution be referred 
to the incoming Fire Insurance Committee. 

Seconded and unanimously carried. 

So referred. 

W. B. Fish, Cleveland—I take the liberty to suggest for the incom- 
ing committee on fire insurance, that the subject of sprinkler equipment 
commercially for buildings be considered, and if possible, agitation be 
started in the direction of incorporating in the ordinances of states, 
requirements in addition to those now existing in the building code that 
will make it obligatory upon builders and owners of structures devoted 
to business enterprises that they be equipped with sprinkler systems; 
and I say further that the insurance companies themselves will heartily 
favor and welcome a move in this direction. The companies encourage the 
installation of fire-preventing appliances and place premiums upon them in 
the way of reduced rates, which can be secured by sprinkler appliances. 
Furthermore, the premiums we pay and protection afforded us by high 
insurance rates only cover really the actual physical loss. They do not 
cover the loss of business that ensues when a disastrous conflagration 
occurs ; whereas, sprinkler systems are preventing the conflagrations from 
spreading beyond control, and are holding fire in check, so that it cannot 
wipe out an entire business at one fell swoop. Therefore, I urge this sub- 
ject upon the attention of the committee. 


President Salisbury—Mr. Fish’s suggestion will be made a part of 
this report. ‘i 

We will now listen to an address by Denis S. Cash, of the Depart- 
ment of Public Safety, Cincinnati. 


Fire Prevention from a Municipal Point of View 
Appress By Dents F. CasH, CINCINNATI, OHIO. 


I hardly know what business a man of my name has in the credit 
association. (Laughter.) 


(President Salisbury—Your presence is always welcome.) 

But anyhow I am here and as head of one of the departments of the 
city, of course, I am glad to see you here, and I hope you are enjoying 
the hospitality of the city of Cincinnati. I am sorry that we have had 
such intensely hot weather, but I want to say to you that while we have 
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had hot weather we have had that and something more, and I came this 
afternoon from a conference of the ice men. (Laughter.) 

Now, to come back to the subject. I began to wonder how the sub- 
ject of fire protection from any standpoint was of interest to men in 
your various lines of business, in other words, to the credit men. But 
I have been here long enough to get an idea just exactly how that inter- 
est comes about. The fact of the matter is that I can hardly see how 
it is possible for men to get credit, although they sometimes do, who 
are not able to get insurance, and some do get insurance who cannot get 
credit. It is unfortunate whether one way or the other. 

But the city is interested in the problem, of course, from a standpoint 
different from that of the business man. While the possibility of getting 
insurance upon property may be one of the elements that determines 
whether a man should have credit or not, that is not particularly of 
interest to the municipality as a municipality. We are interested in it 
from another point of view. Of course, it is of interest to the community 
not only to protect the lives and the health of the citizens, but as well 
their property. We are interested in it and that interest is manifested 
by the large expenditure of money that municipalities are continually 
incurring for the support and maintenance of fire departments. 

In the city of Cincinnati, as an illustration, we pay probably $400,- 
ooo a year for the maintenance and up-keep of the fire department. We 
do that, of course, not because, as I say, there is any matter of credit 
involved, or because it is a matter of business, but because the municipality 
has at heart the welfare of its citizens as well as their lives and the 
preservation of their property. 

Some time ago I had occasion to express my views rather fully upon 
this subject and I have tried, so far as my humble capacity permitted, 
to work out some things which I have indicated were at least in my 
judgment possible. 

In the city of Cincinnati we are to-day, as far as our finances permit 
and as far as experience and safe conduct of the business permits, put- 
ting in motor apparatus. We are doing that, not because we are particu- 
larly interested in insurance compariies. Sometimes people think because 
you are interested in reducing the fire losses of a community you ‘are 
nothing more than an adjunct of the insurance companies. What is the 
use of reducing those losses? If a man has a loss the insurance com- 
pany has to pay it and who else is interested? That is the way some 
people have of looking at it. That is not the way in which we are in the 
habit of looking at it, and for quite a number of reasons. We realize, 
just as one of the gentlemen who preceded me put it very well, in a 
motion, that some serious losses resulting from a fire are not covered by 
insurance at all—the loss to a business man’s business, the loss of his 
trade, the drifting of his business elsewhere while he is trying to rehabili- 
tate himself. All of those are matters that are not considered in the 
matter of compensation of fire insurance, unless the insured has over- 
insurance, and hopes to get what he is not entitled to have. If he is 
fairly insured, if his policies cover fairly the property loss he sustains, 
that is all he can legitimately claim. The rest is real loss and is frequently 
more substantial than the other and that he loses absolutely. 

Therefore we are not simply an adjunct of fire insurance companies. 
If we were, if that logic were perfectly sound, that whatever we do to 
teduce the fire losses in the community is nothing more than helping out 
the insurance companies, why, the logical conclusion would require us to 
dispense with the fire departments altogether. Why spend the money for 
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that if the insurance companies compensate the loser in the end? Why 
spend $400,000 in a city like this for purposes of that kind, if it is noth- 
ing more than helping out the insurance companies ? 

Now, we are not interested as a municipality in that point of view 
at all. We realize as a community that whatever a man pays for insur- 
ance and the credit man knows without question it must go into. the price 
of the goods sold; it must be figured into the cost of the business; and 
the result is that it comes out of the consumer in the end. The community 
must pay it just as regularly and just as absolutely as it pays any other 
species of tax. Insurance companies are not in business for their health. 
They are not distributing any more than they collect. If they were they 
would be soon out of business. And they will certainly collect enough 
to make their distribution on losses plus the cost of doing business, what- 
ever that may be. 

The insurance companies are not philanthropic organizations, as far 
as I know them—there may be some—they are not in the business for their 
health ; they are in the business to make money; and they will always col- 
lect if they are doing business upon a safe and sound basis, enough to pay 
their losses plus the legitimate expenses, as I have indicated. 


It is, therefore, of very great importance to the credit of a city, to its 
business community and to the people at large, that the fire losses froma 
business standpoint be reduced as far as possible, to the end that the con- 
sumer of goods may get them at the lowest price that he can; and the 
benefit results to the community at large; and the tax (because it is 
really a tax) must be as light as is consistent with the circumstances. 
All of those things the community is interested in. 


Now, of course, we are interested from another point of view. It 
is not merely the destruction of property we are interested in. A man 
might lose his house or his business might be destroyed, and it might 
be that he would suffer no particular loss by reason of being put out of 
business or by reason of any of the other things that I have spoken of; 
but that the insurance company would fully compensate him for the actual 
loss that he had suffered, so that there is no property loss; and yet we 
know that with every fire, whether large or small, particularly in the 
business districts of a great city, there is always that attendant danger 
of loss of life, of maiming of limb, and of other things which fall or 
result from it. 

Now, of course, the city is interested in that problem. The city is 
interested in the preservation of the lives and the health of the people of 
the community, and therefore we do not want fires. We try to do 
everything that we can to prevent them, and we are justified in so doing. 


Our fire departments are not solely for the purpose of extinguishing 
fires, because some of the most important work that they are called upon 
to perform, is the preservation of human life, 


Now, to show you how we have regarded that feature of it in 
Cincinnati, speaking particularly of our own situation here: we have 
tried to get the firemen, the men who are in the business of extinguish- 
ing fires, to see that that was not their only business, but to realize that 
they are interested in the prevention of fires. _ 

Now, there are two ways of looking at that. Sometimes the fire- 
men argue that it is not their business to bother about how this man 
conducts his business, what explosives he has in his place, or what rub- 
bish, or how he keeps his place. It is our business to go there if there 
is a fire and put it out. But we say in reply, no, that is not your only 
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business ; and because we have insisted on this first, in this city, we have 
splendid co-operation on the part of the men in that idea. 

Up to the present time, since last July, just about a year ago, the 
firemen themselves in this city have made fifty thousand inspections of 
buildings, upon which they have accurate reports. (Applause.) The 
reports are made out upon blanks which call the attention of the man 
who goes through the place to practically everything that is of impor- 
tance in the line of fire prevention—the condition of halls, the condition 
of stairways, the location of elevators, the placing of explosives or oils 
or materials of that kind—but everything is indicated upon these blanks, 
and he is required to answer by checking upon those blanks before they 
are turned into the captain of the house, showing the condition existing 
in the particular building. 

Rubbish in this town, as probably in every other, causes more fires 
than anything that I know of; and therefore if we did nothing else 
than to remove rubbish we would eliminate a very large percentage 
of the fires of the city. 

That is not a very difficult thing to do, as far as inspection goes, 
but requires constant vigilance; it requires constant supervision, be- 
cause people sometimes for one reason or another are careless about it. 
They do not like others to come in and call attention to it, but once 
attention is called to it there is very little difficulty about having the 
condition removed. From familiarity with conditions men pay no atten- 
tion to them until somebody with methods points them out. 


Now, if we had not undertaken this work—the disposition of rubbish 
in this city—and I suppose conditions would be the same in any other 
city where the use of coal has given way to the use of gas—would be a 
very serious problem, because it is difficult to know what to do with the 
rubbish. The furnaces instead of burning coal are equipped for gas; 
and some of the houses have no means at all of burning coal or wood. 
Consequently the rubbish has to be hauled away to be burned, and it 
goes down upon the dumps; or if we are not particular about it, it lies 
around the premises until something happens. 


Now, I say our condition here, owing to the changed situation in 
the fuel problem, has become quite aggravating, and if we did not have 


our inspections I do not know what trouble we would have from constant 
fire department calls. 


The inspections to the number I have indicated show beyond ques- 
tion that we are upon’ the right track. Heretofore it has been the same 
all over the country. If there were some mishap in the fire department, 
or a fire got away from the department, or some little territory was 
added, or some addition made, or some new pressure applied by a par- 
ticular community, the only solution of the problem was the increase of the 
fire department, so that the fire department went up, up all the time in 
the number of men, in the amount of apparatus and in the cost of 
maintenance. Nobody seems to have paid very much attention to the 
other end of the problem; yet if one stops to study the thing only super- 
ficially, it could be ascertained by figures of undoubted reliability, that 
while the figures of maintenance and cost of the fire departments have 
gone up and up, the fire losses in the cities have gone up in the same 
proportion or in still greater proportion. 


If that indicates anything at all to a reasonable mind, it means 
that the mere increase of the fire department is not the solution of the 
problem. You have got to seek for a solution somewhere else, and that 


641 





is the thing that struck me about it; you have got to seek for it some- 
where else, because the figures do not prove what you seek to prove. 

There was a time in all of these things when people were satisfied 
just with treating conditions as they found them. The old-style doctor 
diagnosed his patient’s condition, found out what the matter with him 
was if he could and treated the disease. He attended his patient just 
so long as he thought his services were necessary, and when the cure 
was effected, if it were, the doctor went his way and thought no more of 
the matter—not a thought was given regarding the origin of the disease, 
what caused it or what induced that particular person to have that par- 
ticular disease. The physician’s work was done when the case was 
over. But nowadays there is a different policy pursued. It is the same 
in everything. We are not satisfied with conditions as they are; we want 
to know why they are; we want to know how they are; and we want to 
know whether there is a way of preventing them. This is not only true 
in medicine, it is. true in every scientific pursuit, and it is true of this 
fire business, too. 

There is a way of preventing fire very largely—not entirely, of 
course, because human fraility and error and misjudgment and mistake 
has got to be taken account of in the problem—but there is a way of pre- 
venting very largely the errors which occur in any municipality. 

If a man attends to his own property and looks after it, and knows 
there is no insurance on it—suppose conditions arise such that he cannot 
get any insurance; suppose he happens to be in a flood district where the 
insurance companies cancel all their policies, and he sits on the job him- 
self and watches: is there going to be a fire? Not at all, because of that 
vigilance, that care which he himself advocates. Now, of course, it may 
be unfortunate with the insurance business that when a man feels that 
he is fully insured, it withdraws to some extent that anxiety and that 
absolute care which otherwise he would give to his own property. Of 
course, in that problem there may be, as I say, accidents, unforeseen 
things may arise, and he still may suffer from a conflagration. But by 
removing the causes, by removing the rubbish, by keeping out of his 
premises inflammable stuffs, oils of different kinds, varnishes, explosives, 
the danger and the risk of fire loss can be reduced to a minimum. 
Insurance companies recognize this by the treatment of different risks 
at different rates. 

It might be interesting, of course, but I do not think it would be 
novel for a gathering like this if we were to cqmpare our conditions 
upon this particular subject with the conditions obtaining in other coun- 
tries or in other states, particularly with the situation across the water 
where their expenses for maintaining fire departments are so much less 
than ours, and where their fire losses are so much less than ours, and 
where their cities are so much larger than ours. We have got to find 
some explanation for it. It is not mere accident. It does not just happen 
that way, because human nature is human nature wherever you find it, 
and it is pretty much the same the world over. But you take the exist- 
ing conditions in European cities upon this subject and compare them 
with ours, and it. would indicate to any fair or thoughtful mind that 
there really must be something wrong with our way of handling the 
subject. The differences are so great, the fire losses are so out of pro- 
portion, the fire departments and the fire department expenses are almost 
a minimum compared with ours, and yet those are the conditions. 

And what is it due to? What is the cause? Is it because our fire 
departments are not as good as they are in the old world? I do not 
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think anybody would say that. I think in this country we have the best 
fire departments in the world, barring none. We have the most up-to- 
date apparatus that can be found. 

Then what is it? The reason must be sought for in some other 
direction ; it may be due to the question of building laws, the way build- 
ings are constructed. Unfortunately in our American cities we have 
been too unscrupulous in the way in which our buildings have been con- 
structed. There is, at the present time, I am happy to say, a sentiment 
going over the country for better buildings and more stringent enforce- 
ment of building laws than there ever has been before. The lax enforce- 
ment of building laws may be one of the causes—the way buildings are 
constructed, the difference between the construction in the old world 
and the new—and it may be due, also possibly, to some other things. 

Now, it may be of some interest to you, and I am not going to 
take very much of your time, because I have got to go back to finish 
this ice business, or have some of us finished with it before we get 
through with it. In the city of Cincinnati today we have come to 
realize that this fire proposition is one that ought to be handled and 
which can be handled scientifically, logically and on some definite 
plan. We realize, as I believe every man does, that most of our 
fires have small beginnings. A great conflagration starts with prob- 
ably a match, or the upsetting of a lamp, or some other practically 
insignificant cause. If in addition to using your efforts to prevent 
fire, you supplement it with apparatus that can catch the fire in the 
beginning, you have reached possibly the best solution of the fire 
problem. With a good deal of cumbersome apparatus that we have 
in the large cities, slow motion, horse-drawn apparatus, five or ten 
or may be twenty minutes elapses before the apparatus reaches the 
place where the alarm was sounded. By that time the fire may have 
reached huge proportions; it has become almost a conflagration ; then 
it requires a big department to put it out. 


It has been thought that part of the problem could be solved by 
getting an apparatus that was quick in motion, that was effective, 
and could be placed upon the ground almost the instant the fire 
occurs. Some of you who do not live in Cincinnati might like to 
see the apparatus that we have for that purpose. We think we are 
abreast of the times; we think we have the best in the country up 
to the present time, barring none. 


The Hilltop district, embracing Linwood on the east, which is 
the extreme eastern part of the city, to Westwood on the west,— 
covering the entire group of hill tops—within a week or two will 
be manned almost entirely with automobile apparatus; that is, an 
automobile wagon carrying a thousand feet or more of 2% inch 
standard hose, together with two hundred and fifty feet of small 
hose with a tank of forty gallons, which. when exhausted is supplied 
from the plug, by means of a small pump that is placed on the front 
of the automobile, and which is operated by merely shifting the gears 
when the automobile is stopped at the location. By this apparatus 
two or three one-inch streams can be put, for instance, nine stories, 
in any part of the city. The small pump that I have described is 
used simply as a booster to supplement the plug pressure and carry 
it up wherever we want it. 

Now, those machines are being made here. There are four of 


them in service now, and probably you have seen some of them 
around the streets. 
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Mr. Ritz—Do I understand you can throw a stream from the 
hill top to the top of any of the buildings in the city? 

Mr. Cash—No, I am just giving you an idea of the power of 
the apparatus. That apparatus is intended not for a conflagration, 
but to catch the fire in its incipiency. In nine cases out of ten that 
occur here, and no doubt elsewhere, if a small line of hose could be 
gotten on the ground and operated within two or three minutes after 
the alarm was sounded, the fire could be put out, and what would 
otherwise become or might become a very dangerous fire is prevented. 
The fact of the matter is that the large standard engines in nine 
cases out of ten use nothing but the small line when they get there; 
and of course that is a slower apparatus than the one I am speaking of. 

We figure that by the rapid operation of those machines we can 
get on the ground quickly, and it is a better proposition than the old 
chemical proposition, because when the chemical tank was exhausted 
that was the end of it; but where the tank is exhausted, then it is 
supplemented by this pump, which pumps directly from the plug on 
the street into the same line a continuous stream. 

In addition to that we are about to place in two central parts of 
the city what we call a flying squadron, a company of’ eight or nine 
light men, young men, who can man this automobile apparatus, each 
having one of these wagons, one located in the eastern part of the 
city and one in the west, to go to every fire in the basin of the city, 
to be there with that apparatus, as they will be in nine cases out of 
ten, before any other company, no matter how close it is, arrives; and 
the purpose is to have this flying squadron, if possible, extinguish 
the fire by the small stream; but if that is not possible, to be there 
to assist the other men when they come with larger pumping’ ap- 
paratus. 


Now, all this is done for the purpose of reducing the fire losses 
in Cincinnati. That is the main purpose in doing it. We feel reason- 
ably safe in saying that when these machines are in operation, we 
can very materially reduce the fire losses here. 

I have told you what we are trying to do from a municipal 
standpoint. This is the problem as it strikes us from a municipal 
point of view. We might go ahead and increase the fire department, 
make more jobs for men, more places to be filled, more people to 
have positions; but the fire department of a municipality is nothing 
more than one big business organization; it is a business proposition; 
and like the credit of a business the fire department has got to be 
watched and guarded and efficiency has got to be worked out just 
the same as it has got to be worked out in any business, and you 
cannot work it out by simply adding to the number of men. You 
have got to be first sure they have got absolute éfficiency in what 
you have, before you add anything; and when you are sure you have 
got the efficiency in your service, then it is all right to make an 
addition to it if you find it necessary ; but we do not find it necessary. 
We are working out the problem with practically the same number 
of men, by a different disposition of apparatus, by a different kind 
of apparatus; and we believe we will accomplish the result very 
much more satisfactorily than we otherwise could. (Great applause.) 


President Salisbury—The next order of business is the report of 
the Investigation and Prosecution Committee, Mr. W. M. Pattison, 
Cleveland. 
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Report of the Investigation and Prosecution Committee 


To the Officers and Members of the National Association of Credit Men. © 


- Your Investigation and Prosecution Committee wishes to report 
that pursuant to the resolutions adopted at the Boston convention 
authorizing the opening of pages of the BuLLetin to advertising, the 
proceeds therefrom to be set aside as a special fund for the investiga- 
tion and prosecution of fraudulent failures, advertisements appeared 
for the first time in the February, 1913, BuLLeTIN. There were many 
points to consider before the plan of advertising could be definitely 
and permanently entered upon even after the recommendations of 
the committee had been passed upon at the fall meeting of the Board 
of Directors. Among the questions to be considered were advertising 
rates, the nature of the advertising which should be admitted, and 
the methods of going about the task of obtaining advertising contracts. 

The committee feels that a good beginning has been made and 
that the space given to advertising matter in no way detracts from 
the appearance of the BuLLETIN. In fact the committee has frequently 
heard it said that the BULLETIN is a more attractive and business-like 
looking production than it was when advertising was refused. 

Your committee believes after its limited experience, that the 
value of the BULLETIN as an advertising medium will become steadily 
better recognized for it reaches a class of readers who are discrimi- 
nating buyers both for themselves and for their concerns, men of 
authority as to the equipment of their offices and plants and men 
whose interest in the work to which the proceeds of advertising is 
to be devoted would lead them to take special interest in the BULLETIN 
advertisements. We bélieve, therefore, that the sale of space in the 
BULLETIN will after a period provide a permanent income for the 
prosecution work of our Association. 

The incoming committee will have to give thought to the proper 
method of bringing the BULLETIN to the attention of advertisers who 
might use it to advantage. So far as possible, the question should 
be considered strictly from a business standpoint and not from that 
of sentiment or loyalty to the Association and it may well be that, 
in order to put the matter on a strict business basis, it will be found 
advisable to make arrangements with some advertising agency to 
handle this department, contracts, of course, to be made subject to 
the approval of the National office. 

Your committee believes that it is through advertising that the 
fairest and most equitable method is found of providing a national. 
investigation and prosecution fund, for the proceeds of advertising 
come to the Association indirectly and in such manner that every 
member of the National Association may justly feel that through 
his subscription to the BULLETIN and his connection with the Associa- 
tion, he is entitled to the protection that the advertising proceeds 
provide. This is not so true when funds are raised through personal 
subscriptions in which but a comparatively few of the members feel 
like taking part. 

For the use of thase who will have occasion to use the fund which 
the Association is building up, suitable regulations have been pre- 
pared and blank forms suggested to be used when applications are 
made. These are now in the hands of counsel for approval and will 
go, early in the year, to the new committee. 

The committee commends the continued efforts made by local 
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associations to build up local prosecution funds. The National Asso- 
ciation should do all in its power to encourage local work along these 
lines because it will be some time before there will be a fund under 
the control of the National Association ample to carry on national 
work without the supplementation of local funds. 

Finally your committee begs to offer the following resolutions: 


“Wuereas, Authority was given at the convention of 1912 to 
the Investigation and Prosecution Committee to open, under the 
advice of the Board of Directors, a limited number of pages in the 
BULLETIN of the Association to advertising, for the purpose of estab- 
lishing a fund to be used in conjunction with the prosecution funds 
of local associations for the investigation and prosecution of fraudu- 
lent failures, and 


“WHEREAS, It is recognized that there are distinct advantages 
in raising a special fund such as we are seeking, in a manner as 
impersonal as possible as against the method of personal subscription, 
therefore be it 


“Resolved, That the decision of the convention of 1912 be sus- 
tained and the Association continue the policy then adopted of selling 
limited BULLETIN space for advertising purposes under rules and 
regulations made or which may be made by the Board of Directors.” 


Respectfully submitted, 


‘Frank H. RANDEL, 
C. A. Lorine, 
A. F. MAXweELL, 
F. H. McApow, 
W. M. Pattison, Chairman. 
Mr. Pattison moved the adoption of the report and_ resolutions. 
Seconded. 


President Salisbury—The open parliament on the committee’s report 
and resolutions will be presented by W. B. Munroe, of St. Louis. 

Mr. Munroe—After listening to the report of this committee, and 
. the remarks made by Mr. Pattison, I am convinced that some progress 
has been made in this branch of our work. 

At the last convention a plan was arranged to create a national fund 
by the sale of advertising space in the BULLETIN. From the report of 
the committee I am led to believe that this plan has not been altogether 
successful up to the present time in securing the necessary amount of 
money. From my standpoint, the success of this branch of our work 
depends to a large degree upon the establishment by each local associa- 
tion of a fund of its own, irrespective of what the National Association 
is doing, and no matter how small the amount. Some associations have 
already completed a fund of that kind and they deserve great credit. To 
those associations which have not already done so, my advice is, get 
busy. The association to which I belong needs this advice, to get busy. 
But I hope when we come to the next convention the St. Louis associa- 
tion, as well as many others, will have joined the ranks of those who 
have begun to accumulate a prosecution fund. While our progress in 
prosecution work up to the present time has not been very rapid, that 
should spur us on to greater activity. We all know that perseverance 
is more powerful than violence, and many difficulties which cannot be 
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overcome separately when taken together yield themselves up by degrees. 
{ heartily endorse the report and resolutions of this committee and 
earnestly urge upon each local association which has not already estab- 
lished a local fund to do so sometime during the coming year. I believe 
such action will solve our problem. Gentlemen, I thank you. (Ap- 
jlause. ) 

4 President Salisbury—F. H. McAdow, of Chicago, follows Mr. Mun- ° 


roe in the open parliament on the report of this committee. (Great 
applause and enthusiasm.) 





W. M. PATTISON 
W. M. Pattison Supply Co. 
Chairman, Investigation and Presecution Committee and Director 


President Salisbury—Two minutes of Mr. McAdow’s time have 
gone. (Laughter.) 

Mr. McAdow—It think it was entirely unfair to overwork you in 
such a demonstration and use up my time (Laughter), but I appreciate 
your expressions, especially on such a hot day. 

I have a very lively recollection of some conditions existing when I 
came into the National Association. In the National Association work 
we were wrestling with the prosecution fund. We raised that fund, 
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$10,000, and thought we had accomplished wonders, and we watched ii 
melt away in investigations like a piece of Cincinnati ice; and when it 
was gone we took the philosophy of a well-known Democratic candidate 
for the presidency and said, the prosecution fund is a local issue, and we 
proceeded to turn it over to the local associations and rested comfortably 
and content, as having discharged our duty. 

About that time or a little later a credit man up in the northwest 
took the trail after a Portland debtor and began chasing him over sey- 
eral of those extensive states. In the course of his work he came. into 
touch with one local association and said: “Help! Give me some ammu- 
nition and money ;” and they said, “No, it is outside of our*jurisdiction, 
we cannot do it;” but this credit man kept going, and when he landed 
the man in jail and came back home and counted up the cost, he vowed 
that he was going to have a national prosecution fund; and we said, 
“Don’t do it, it can’t be done;” and he said, “I am going to do it,” and 
he kept us going ; he boosted us out of our inertia, and here we are today 
grappling with that same proposition that I thought was settled so many 
years ago. 

I agree with what has been said in regard to the local fund. [ 
think the establishment of the local fund is very much like the main- 
tenance of the local militia in the state the National Guard of the various 
states, ready to be called upon in an emergency; but the national fund 
is the regular army, and I think we will do well to maintain it. In fact, 
I think we must maintain it. We have committed ourselves to the plan; 
and I think as a Credit Men’s Association we had better adopt the motto 
of the former mayor of Chicago; never achieving that which we do not 
undertake and never undertaking anything that we do not achieve. It 
may take a little time, but when we are working to establish this fund 
and then put it into operation we are only carrying out one of the 
declarations of our own constitution ; dnd I believe as credit men we will 
feel better satisfied with ourselves, feel that we have accomplished 
something, not only for the present but for the future, if we maintain 
this fund as a deterrent against commercial fraud. (Great applause.) 

J. W. Daniels, Philadelphia—If the second resolution will establish 
a policy that will prevent subscriptions I would be opposed to it. 

President Salisbury—There is only one resolution. 

Mr. Daniels—I refer to the preamble: “It is recognized that there 
are distinct advantages in raising a special fund such as we are seeking 
in a manner as impersonal as possible, as against the method of personal 
subscription.” 

I am about to offer a resolution.which looks to personal subscrip- 
tions. I want to explain it in detail. It reads as follows: — 

“Wuereas, It is desirable and very important that a strong and 
vigorous organization to punish fraud in bankruptcy proceedings be 
established, and 

“Wuereas, The efforts in this direction made by local associations 
have not produced results sufficiently striking to attract general atten- 
tion.” 

Now, before I offer the resolution I wish to make this explanation: 
A suggestion was made several years ago that the members of our Asso- 
ciation be asked to subscribe a sum to be paid each year for a number of 
years. A circular letter was sent out and the responses were so few that 
the plan was abandoned. 

My thought now is that a special committee of seven be appointed, 
one from each of seven cities located at strategic points, and that sub- 
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committees be organized at intervening points and subscriptions be 
solicited. When a positive offer of 25 per cent. to 40 per cent. is made to a 
number of creditors many of whom are convinced that fraud is pres- 
ent, the danger of losing the dividend is usually too great to justify 
prosecution. 

If, however, the dividend could be accepted and prosecution follow 
the ethics of bankruptcy would change. 

After the settlement no one or even half dozen creditors will take 
the matter up if it involves much trouble and even a little expense, 
hence it is that, I say, a strong organization should be perfected to 
punish fraud. 

A former official of the department of justice of the United States 
told me that if tangible evidence of fraud in bankruptcy proceedings 
could be brought to the notice of the attorney general he would pros- 
ecute the same at the expense of the government. 

The plan I now want to suggest is that the National Association of 
Credit Men organize a “secret service department” with at least three 
offices, located in as many cities, at which there be employed at least 
one trained investigator, such as might be suggested to us by the chief of 
the United States Secret Service or the Postal Investigators Depart- 
ment, whose duty it would be to investigate a case where a creditor 
could point out that which would convince such an expert that fraud 
was present. 

If our investigators were convinced that the suspicion of the creditor 
was justified and a creditor was willing to become prosecutor, then the 
matter would be placed before the department of justice having jurisdic- 
tion. This plan would require so much more money than we have ever 
thought of that I fear when I mention the figures you will hesitate, but 
only do so for a moment and then remember that it is easier to raise 
a large sum where success depends only on getting the money than to 
raise a much smaller amount where success is at best very doubtful. 

Fifty per cent. of fraud would be prevented as soon as our plan be- 
came generally known. Now, then, we want at least ten thousand sub- 
scriptions of $100 each to be paid $10 per year for ten years, total 
$1,000,000. Each subscription to be made contingent upon our securing 
9,999 others. 

This would mean 60 per cent. of our membership, and as we could 
not hope to get over 10 or 20 per cent. we would open the subscriptions . 
to the whole business community. 

Of about fifty firms to whom I have spoken not one refused to sub- 
scribe and over forty promised to do so. 

To secure ten thousand subscriptions will cost several thousand dol- 
lars, and will mean a tremendous amount of work and take at least a year. 

My idea is that the expense should be paid from the fund, but as 
the success is contingent on securing ten thousand subscriptions and as no 
money would be paid in until the list is completed, the money for ex- 
penses would necessarily have to be advanced from the treasury of the 
National Association and would be lost to the Association in the event 
of failure. 


“Resolved, That a special committee of seven be appointed to secure 
ten thousand subscriptions of $100 each to be paid in ten annual pay- 
ments of $10 each to provide a million dollar fund with which to prosecute 
fraudulent failures.” 


We have failed in all our small attempts; let us try a large one. 
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_ _F. W. Risque, St. Louis—I move that those suggestions be referred 
to the incoming investigation and prosecution committee. 

Seconded by A. N. Ritz, of Milwaukee. 

F. H. McAdow, Chicago—Inasmuch as this resolution seemingly 
calls for the appropriation of money from the national treasury, | 
move as a substitute that the resolution and the accompanying papers 
be referred to the board of directors. Seconded by Adolph Landauer, 
of Milwaukee. 

Mr. Risque—I withdraw my motion. 

Second consents. 


F. H. Randel, Cleveland—I am in accord with Mr. McAdow’s 
opinion on that subject. The motion incurs liability and while Mr. 
Daniel’s resolution contains some very good points, I think it contains 
propositions that should be deliberated on at length. I have gone on 
record in the past in our conventions as wanting to hear all there is to be 
said on resolutions offered, but I hope .after further discussion the 
matter will be referred to the board of directors. 

Mr. Daniels—There is nothing in the resolution that involves 
the appropriation of money. But if that committee was appointed 
it would necessarily remain idle until the board of directors made 
an appropriation. I think it would be better to have a special com- 
mittee for our purposes, I would not load the amount of work in- 
volved on the prosecution committee. The committee proposed would 
work in conjunction of course with the board of directors. 

President Salisbury—The matter being before the convention, 
as a matter of record, do you not feel that the resolution would receive 
proper attention if referred to the incoming board of directors. 

Mr. Daniels—I do, except that the resolution calls for a com- 
mittee, and I would like to have that special committee work with 
the board of directors. The convention creates the board; let the 
committee be appointed and let the board of directors make the 
appropriation. 

President Salisbury—The question is upon the motion of Mr. 
McAdow, referring the resolution and papers to the board of directors. 

Carried by almost unanimous vote and so ordered. 

President Salisbury—The question is now on the report and 
resolution of the committee. 

Report and resolution unanimously carried as read by the chair- 
man. 

D. G. Endy, Philadelphia—May I inquire how much has been 
realized from the advertisements in the BULLETIN. 

Secretary Tregoe—Before I, left New York I took this little 
transcript from the investigation and prosecution account. 

For the month beginning with February and concluding with 
May, the total receipts were $841.11. There had been paid for 
advertising costs $413.58, leaving a balance of $427.53, and accounts 
due and collectable $489, making a total available at that time of 

16.53. 
” e B. Cranston, Columbus—According to this report it would 
take us just about one hundred years to get a fund sufficient to do 
any business, and I want to offer this resolution in addition to what 
has been carried, that the board of directors very seriously con- 
sider the recommendation made by Mr. Daniels, and if in their judg- 
ment it is approved, make whatever appropriation may be necessary 
to defray the expenses of the proposed committee of seven, and if 
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the plan offered is not found feasible, the board devise a better plan 
to raise a fund sufficient for prosecution work. 
Seconded by D. G. Endy, Philadelphia. 


Mr. Randel—It is more easily said than done to raise a prosecu- 
tion fund. We have been at this prosecution work for ten or twelve 
years and we have not yet gone very far with it, and I say this, even 
though I have been a member of this prosecution committee for the 
past year; but we have tried to raise these funds through popular 
subscription, association subscription and otherwise; yet we have never 
met with success. You will get about 5 per cent. of the membership, and 
the big balance will drag along expecting to be supported by the 5 per 
cent. Grant we get $25,000 the first year on the 5 per cent. Is the 5 per 
cent. of our membership going to put up the third, fourth and fifth 
year? When we establish this prosecution fund we must establish 
a fund that will give us an income every year, because the prosecution 
money is going to be used every year; and if we cannot get a fund 
on that basis, after we have fooled with it ten years, I say, bury it. 

Arthur Parsons, Salt Lake City—Some understand that the $900 
obtained from the advertisements in the BuLLeTIN is the profit for 
a year’s work, whereas it is only four months that we have had the 
matter in operation. I am very much in favor of continuing this 
experiment of opening the columns of the BuLLETIN to advertising, 
because I was one of the original advocates of that measure, and I 
believe the plan will show very good results after another year’s 
operation. 

I also want to impress upon those here the necessity of having 
a local fund as well as the larger national fund. You will need money 
on hand to take hold immediately of any case that arises in your 
locality. 

Some four or five years ago the Utah association appropriated 
$1,500. We have spent about $400 of that fund following a man out 
to a point where the government took him and put him into Leaven- 
worth for making a false schedule. I am in favor of every local 
association having a fund for immediate action, and a general fund 
for the assistance of the local association in handling heavy cases. 

D. L. Sawyer, Milwaukee—While the proposition of raising a prose- 
cution fund by selling advertising in the BULLETIN is all right so far as 
it goes, it is too slow. We have got to devise other means of raising 
money. If this work is to be carried on successfully it will require a 
large amount of money for the first two or three years. The resolution 
proposed a few moments ago to raise $10,000 in subscriptions of $100 
each is the proper thing and the one that ought to materialize. It is the 
only way in which we will ever combat fraudulent practices, and I feel 
sure that ten thousand subscriptions can be raised. I sincerely hope the 
board of directors will consider this question to the extent that they will 
recommend that such committee be appointed for the purpose, and if the 
committee goes at its task vigorously it can be done. It will require a 
large amount of money for the first three years. You cannot accomplish 
anything with the small amount of money that we have now. Nor can 
you expect to accomplish anything if you rely on the advertisements in 
the BULLETIN. With $10 a year from ten thousand concerns, within three 
years we can drive the fraudulent class of people out of business. I 
sincerely hope this proposition will prevail. 

D. G. Endy, Philadelphia—The resolution offered by Mr. Daniels 
does not interfere in the least with the BULLETIN’s accepting advertise- 


651 







































































































































nn I 












































ments. In fact, whatever revenue is derived from that source could be 
used toward defraying the expenses of the special committee. 

A. F. Maxwell, New Yiork—I want to endorse the same sentiment, 
that it seems unfair to judge this method by the operation of four months, 
and it is impossible, of course, to get such a proposition working quickly. 
I think that in fairness to the committee and its plan, it should be 
given an opportunity to operate at least a year. At the same time con- 
sideration can be given to the plan submitted for providing a larger fund; 
but I trust it will be the sentiment of all here that the plan of advertising 
may be permitted to proceed, and that they will not only sit back and let 
it proceed, but get behind the wheel and push it along a little. 

A. G. Foster, Seattlke—Five years ago we appropriated at Seattle 
$2,500 for tte prosecution fund and we have spent it. We have one fel- 
low in the pei:, and one in jail; but what I want to call attention to is this, 
that money put in a prosecution is not money lost. We have spent $2,200 
out there, and have recovered four or five times that much out of the 
prosecutions we have undertaken. 

Adolph Landauer, Milwaukee—I was against the proposition last 
year of using the BULLETIN as an advertising medium and I am still 
against it. The success that the BULLETIN has had is so limited that I 
am convinced it will be just the same a year from today, unless we get 
behind it and push. I know plenty of people in my city that would gladly 
advertise provided you want such advertising, provided you will let them 
advertise the thing that made Milwaukee famous. But I do not think 
you want that class of advertising in the BULLETIN. These are the people 
who pay for big advertisements; and if you figure on raising any money 
for the prosecution fund through the medium of the BULLETIN you will 
get badly left.. The way to do is to put your hands in your pockets and 
give. The amount is so small I think this body could get $10 from ten 
thousand concerns of this Association. The way to do it is to try. 
( Applause. ) 

S. G. Rosson, Baltimore—Whatever it may be worth to the conven- 
tion it might be well to give you the experience we have had in Baltimore. 
We have a prosecution fund in Baltimore now, amounting to $15,000, 
raised on the basis of 10 per cent. per year on the entire subscription 
of each subscriber to the fund, if called upon for that amount, or for 
such part thereof as may be needed in the prosecution bureau. But 
you cannot call upon any subscriber for more than 1o per cent. of his 
subscription per year. We have raised a fund now of $15,000, and we 
have put our first man in jail. That did not cost us a penny. We used 
the United States court and prosecuted>by their order, without any cost 
to our bureau. Yet we have the advantage of the advertisement of it, 
and I will say that we levied not an’assessment, but made a suggestion 
to each concern pro rata according to their commercial rating by Dun and 
Bradstreet... If the concern is rated $150,000 to $200,000, it. was sug- 
gested that its fair pro rata subscription would be $150 or $200, as the 
case might be; and we had little trouble in collecting as much as $15,000. 
which we felt was all we needed. Our fund has worked very success- 
fully. We have one man in jail, and we have been operating only about 
six months. 

President ‘Salisbury—I will read a resolution as drawn by E. F. 
Sheffey, of Lynchburg. It is as follows: 


“Resolved, That the board of directors of the National Association 
of Credit Men be and are hereby requested to give very serious con- 
sideration to a plan proposed to raise $1,000,000 for an investigation and 
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prosecution fund, and if in its judgment the plan suggested is sound, to 
adopt it with such amendments as it may deem proper; and further be it, 

“Resolved, That the board appoint the proposed committee of seven, 
and make such appropriation as may be needed to carry the plan as ap- 
proved by the board of directors into effect, the cost of the campaign to 
be borne by an appropriation from the net proceeds from advertising in 
the BULLETIN.” 

Mr. Sheffey—I think we will get the use of the net proceeds in this 
way; and let it go forth that a million dollars is to be raised to prosecute 
delinquent debtors; that detectives will be on the track of fraudulent 
debtors and that jail awaits them, and we shall put an end to their 
operations. 

Motion seconded to adopt the resolution. 

F. C. Wasserman, Portland—Is it the purpose in raising this fund 
to relieve the local associations ? 

President Salisbury—No. 

Q. For what purpose will this be used? 

President Salisbury—If I may be permitted to answer: There are 
a great many cases arising where there seems to be no way of placing 
the expense for the prosecution. The debtor is not indebted to those in 
the community where he has committed his fraud; but the debtors are 
scattered all over the country; and there seems to be a necessity for a 
fund that can be drawn upon for prosecution purposes in national cases. 
It is the object of the National Association to have a large fund that can 
be used in this manner. 

Q. Would it be practicable to submit to a per capita increase? 

President Salisbury—Personally, I should say no. 

Harry New, Cleveland—The question the gentleman just asked was 
answered last year. That proposition came to me, and in a pool of all 
the associations it was turned down. We took the report of the com- 
mittee last year, at which time Mr. Pattison reported the proposition as 
now considered, and it was practically put up to the entire membership 
of the country. He found that the majority of the associations and prob- 
ably two-thirds of the membership refused to have their associations 
taxed or to have the individual association taxed ; and the reason for that 
was that they were in process of forming their own local prosecution 
funds. 

As you know, and as Mr. McAdow explained, the Association 
started a prosecution fund and then turned it back to the associations. 
There have been eight or nine years during which the associations have 
been raising their own prosecution funds and we have made the same 
progress along this line. The largest associations of this country have 
these funds. You may not be able to do anything with the. Daniels reso- 
lution for another year, but we are working toward that end and we are 
coming to it. We are going eventually to have this prosecution fund. 
The committee hit on this way of advertising, and another year that will 
bring in a good sized fund; but the question is a live one. We are 
getting somewhere, and in answer to the gentleman from Portland, the 
local work must go on stronger and stronger, no matter whether you 
have the national fund or not. 

D. G. Endy, Philadelphia—This is the most interesting subject we 
have had. The proposition that Mr. Daniels presented contemplates 
not excluding people who are outside of the National Association of 
Credit Men. In most failures you will find most of the merchants, bank- 
ers and manufacturers are not members of the Association. This project 
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contemplates asking those people to make their contribution of $10 a 
year, with the understanding, of course, that the National Association is 
responsible for the fund. I believe it would be an inducement to have 
the outside community join the National Association of Credit Men 
when they once know there is a fund of a million dollars available for 
purposes of this kind. 

C. B. Cranston, Columbus—I am glad to hear of this proposition 
and-I will tell you why. An idea has gotten into the minds of some of 
the members of our Association that it is almost too cheap to be good. 
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H. G. BARBEE 
Harris, Woodson, Barbee Co. 
Director 


(Applause.) A million dollars is not too much; it is hardly enough. 
In the little city that I came from (when I compare it with some of our 
larger cities) the retailers are showing us something. For a few years 
they operated their protective association under a fee of $50 to $200. 
They said, we-cannot get out of it more than we put into it and we are 
not getting enough. We who are giving $200 will make it $400. Now, 
I think it is about time that the wholesalers. should not let the smaller 
retailers stand up and make them look like thirty cents. I do not care 
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how you get it, but whatever you do, get the million dollars. We ought 
to have it. (Great applause.) 


Motion made, seconded and unanimously carried adopting the 
resolution. 


President Salisbury—We shall now listen to an address, “The Means 
to an End,” by J. Edward Stilz, Indianapolis, Ind. 


The Means To An End 
Appress By J. Epwarp Stitz, INDIANAPOLIS, IND. 


Mr. President, Ladies and Gentlemen: 

Twenty-nine hundred years ago, one who excelled all others in 
wisdom, said: “There is nothing new under the sun,” and this expres- 
sion, which has descended through the ages, is doubtless as true today 
as then. While civilization has advanced in a wonderful degree and 
unprecedented discoveries have been made in science, in medicine, in 
mechanics, in astronomy, in geology, and in all the varied elements of 
life, nevertheless, these all have served merely to reveal conditions already 
existing and not to create new truths. If, then, for almost thirty centu- 
ries it has been impossible for man to discover any new creation, it is 
beyond my ability to present to you any element heretofore unknown. 
Jt may, however, be possible to clothe an old truth in a new garment, 
and to cause a new light to radiate about facts already existing; and 
this I shall endeavor briefly to do. Should I fail, I beg of you to regard 
it as a failure of one to whom has been assigned a difficult and unaccus- 
tomed task. 

We are met here at this time, as we have assembled upon many 
previous occasions, as representatives of the National Association of 
Credit Men, the largest commercial body in existence. We represent 
millions of invested capital, and handle annually business aggregat- 
ing many times the value of such capital. At our conventions, we 
form new friendships and renew old acquaintances. We clasp hands 
with new recruits as well as with those who have grown gray in the 
service; we hear committee reports which show evidence of much 
time, thought and labor expended in the accomplishment of certain 
results, and we hear addresses to which it is extremely good to listen; 
we acquire that degree of inspiration which is possible only through 
personal contact, and then we separate and go our several ways to 
resume our accustomed tasks. -That much good accrues to us as 
a result of such meetings is evidenced by our presence at each recur- 
ring event, and beyond question we carry away with us much that is 
of value to us, and the question might naturally arise, to what does 
it all tend? Do we settle back into our accustomed methods of 
thought and operation, or do we endeavor to make practical the 
theories that are advanced for our edification, and thus proceed along 
the path before us with uplifted thought and a broadened range of 
vision? 

There are things to be chosen in preference to riches and the 
material side of life should not absorb us over much; and yet we 
know that business must be conducted and profits realized in order 
that the vast throng of humanity that people the earth may be 
sustained and the temporal side of our lives maintain its equilibrium. 
When we consider the very great percentage of all business that is 
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conducted on a credit basis, we as credit men should above all others 
realize the importance of our high calling and appreciate the responsi- 
Ibiities devolving upon us, for we are not only accountable in a 
measure for the welfare of a small and restricted circle of debtors, 
but in a broader sense hold in our hands the destinies of a nation. 
Our duty consists not merely in opening an account and at the 
maturity thereof making the collection; but we have a duty toward 
our fellow men in the performance of which our work as credit men 
is merely incidental, and, therefore, our chosen profession is not an 
end in itself. We give much time and attention to bankruptcy and 
assignment laws, to methods of compelling the payment of debts, to 
the punishment of fraud, and to the maintenance of courts for the 
purpose of administering commercial justice; and owing to the com- 
plexity of our business structure and the varying degrees of honesty, 
integrity and ability of those with whom we have dealings, doubtless 
this is necessary to the preservation of our financial safety. Fraud 
and dishonesty have existed from time immemorial and doubtless will 
continue to a greater or less degree to the end of time; many un- 
desirable elements of more recent origin have been injected into our 
commercial life. 

Would it not be better then if we could strike at the root of the 
evil, and endeavor to adopt preventive measures, rather than to apply a 
remedy after the disease has become deep seated? We may not be able 
to hope for a commercial millenium, and yet we know that conditions 
can be brought far closer to perfection than they now are, and it is incum- 
bent upon us to determine the extent to which we are responsible for con- 
ditions as they now prevail, and for their improvement and perfection. 
To inculcate in the minds of men a deeper sense of honesty and integrity, 
to increase their ability and efficiency, to awaken within them a greater 
desire for success and abhorence of failure, thus promoting their wel- 
fare and ours, and eliminating to a very great extent the necessity for 
courts and statutes, and to accomplish these results by a process of 
education may seem to us a Herculean task, and we might feel that the 
goal is too far in the distance to justify the effort required—yet history 
has given us innumerable examples of men who have confronted prob- 
lems presenting far greater difficulties and demanding a much higher 
degree of patience and perserverance than, might be necessary in the 
matter before us. 

For almost three decades, David Livingstone labored in the heart of 
wildest Africa, daily risking life and health in breaking down bar- 
riers which might to us seem insurrfountable, and finally died in his 
chosen field of labor; all to the end that he might open to civilization 
that great continent, rich in natural resources that had hitherto re- 
mained in darkness and without development. 

Cyrus W. Field attempted to put into effect the idea conceived 
in his mind of connecting by cable the two great continents of the 
earth, and in 1857 carried out into the Atlantic 335 miles of cable, at 
which point the cable was severed and the attempt failed. The fol- 
lowing year he succeeded in carrying a cable the entire width of the 
ocean but after 732 messages had found their way over the wire it 
became forever silent. Seven years intervened before his next attempt 
and after 1186 miles of cable had been safely deposited in the ocean 
it broke in 11,000 feet of water. Undaunted, he made a fourth attempt 
the following year, this trial being crowned with success, and as the 
result of his indomitable courage and ceaseless efforts we are able to 
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learn today the happenings of yesterday on the other side of the globe, 
and: that which was at one time unthought of is now a matter of daily 
necessity.. What is true of these men is true also in a greater or less 
degree of the men who invented and perfected the telephone, the steam 
engine, the threshing machine, the printing press, the use of anesthetics 
in medicine and surgery, classification of stars and planets, and of them 
who discovered or presented to the world all new scientific truths. All 
these possessed the same elements and qualifications. None considered 
his self-imposed task a burden—nor counted the cost, and each dedicated 
his life to the welfare of his fellow men, considering his life not as an 
end in itself, but merely as a means.to an end. 


Results that are everlasting are not accomplished by impulse 
nor within a short space of time; but by patient and consistent applica- 
tion; and while we are not called upon to sacrifice our lives as did 
those to whom reference has just been made, it is our privilege to 
draw inspiration from their examples and to appropriate to our own 
use those elements and characteristics which made their names 
famous and which blessed us with the fruits of their labors. 

What, then, is the task to which we, as credit men, should set 
ourselves? If it is possible to impress upon men their obligation to 
their creditors in making a success of their business, not only for 
their own welfare but for the benefit of their creditors as well; if it 
is possible to elevate to the highest possible plane the wise extension 
of credit; and its honest acceptance and use on the part of the debtor 
class, and to convince men that it is their duty to succeed and not to 
fail, thus promoting among debtors and creditors alike a healthier, 
happier and more profitable life—I repeat, if these things are possible, 
and only time and effort are necessary to bring these to pass, are 
we not neglecting a sacred duty if we fail to improve our opportunities 
toward that end? Should we not now lay a foundation upon which 
each succeeding generation may erect a structure more safe and 
sure and of greater endurance than we now enjoy? Let us then 
determine that as credit men we will lend our influence to the better- 
ment of our commercial fabric by removing, as far as possible, those 
undesirable elements which tend to lower the standard of quality, 
and substitute therefor an awakened conscience, a wider range of 
vision and a deeper desire to succeed and to satisfy every obligation. 
Realizing as we do that every success substituted for failure 
strengthéns the line of resistence, let each one of us, in our.own 
sphere, endeavor to educate our debtors in those things of which 
they may now be ignorant, strengthen them where they are weak, 
and as far as possible point them to success. 

We can hardly fail to wonder at the large proportion of men who 
in the physical conduct of their business omit many elements neces- 
sary to success, and if we would perform our full duty as credit men 
we must educate them in methods of supplying these elements. Let 
us impress upon all seekers of credit, the necessity of knowing the 
details of their business, of applying themselves closely to the conduct 
thereof, of keeping books of accounts, of selling principally for cash 
or promptly collecting their outstandings, of buying favorably and 
taking advantage of cash discounts;—in short,—where such need 
exists, assume toward them the attitude of preceptor and pupil, of 
father and son,—and last—but possibly of primary importance,— 
bestow upon them, by precept and example, the highest sense of 


; 657 





honesty and integrity in the conduct of their business and in their 
relations to their fellow men. 

Marshall Field is quoted as saying, “Instil in the minds of our 
young the necessity of building a character that will win the respect 
of all. This is vastly more important than a great fortune.” This 
may be very aptly applied to old as well as to young, and if we will 
consistently lend our influence toward making effective this principle 
we will confer a lasting benefit not only on this generation but on 
future generations as well. 

And now, in the words of the great preacher, “Let us hear the 
conclusion of the whole matter.” We, as credit men, are members 
of an honorable profession, and we occupy a position not only in the 
business world, but in society and the state as well, and our duties 
are manifold. By our life and our work, we should be a source of 
constant and increasing aid and encouragement to those about us, 
and our conduct should be such as to reflect favorably upon our 
high calling. We are building, not for the present, but for posterity, 
and it behooves us to lay a sure foundation, as by our works we 
shall be known. We are the architects of our own careers, and we, 
cannot evade the responsibilities devolving upon us. Our fame may 
not spread abroad, and like the prophets of old, we may be without 
honor even in our own country, yet if, in the words of the immortal 
Lincoln “We will continue in the right as God gives us to see the 
right,” we may rejoice in the knowledge of a duty well done, being 
conscious that to the best of our ability we have contributed to the 
welfare of our fellow men. Let us, therefore, look forward to that 
day when the best that is possible will have been accomplished and the 
nearest possible approach to commercial perfection will have been 


realized; and whether that day shall come to pass in our generation 
or shall be postponed until after we have laid aside our implements 
of toil and passed on to our eternal reward, let us determine, in so 
far as lies within us to dedicate our talents to that end; and that 
both as credit men and as individuals our lives shall constitute not 
an end in themselves but a means to that end. (Great applause.) 


An adjournment was then taken to next day, Friday, June 20, 
1913, 9.30 o'clock A. M. 





FOURTH DAY : 
Friday, June 20, 1913 
MORNING SESSION 


The morning session of the fourth day was opened by an invoca- 
tion pronounced by the Rev. John M. Waldron, Bishop of the Methodist 
Episcopal Church, 

President Salisbury—The first order of business is an address, “A 
Plea for Good Order in Business Practices,” by H. G. Moore, of Kansas 
City. (Great and long-continued applause. ) 


A Plea for Good Order in Business Practices 


Appress By H. G. Moore, Kansas City, Mo. 

It is my privilege to talk to you on one of the every day questions, 
upon a subject which should be of interest to all, upon one of the many 
questions that present themselves to us in our capacity as preventers of 
loss, as conservers of profit, and I believe if rightly understood the rules 
of conservation are as applicable to our business as they are to any depart- 
ment of affairs. 

This is the time when we are asking why. We are in the day, not 
only of the greatest conception of industrial development and business 
expansion, but we are also in the period when much and vital attention 
must necessarily be given to intricate detail and definite results. It is the 
time of investigation, of adjustment, of cost education, of credit’ con- 
sideration, and of effort along lines tending to improve business condi- 
tions, and to the correction of some of the abuses which have crept into 
trade during the years of prosperous business and trade expansion. 

~ It is the time for free and open discussion of questions of importance 
to our commercial interests, and it is the time to find a common ground 
upon which we can secure unity of purpose and the promotion of such 
reasonable and safe action as will be beneficial to our: commercial, indus- 
trial and our financial interests. 

As credit men we are vitally interested in the elevation, improve- 
ment and correction of business methods. The constant increase in the 
cost of doing business, coupled with the ever lessening of profit per- 
centage, in these days when such determining factors of profit are so 
dangerously near each other, entitle the consideration of such matters 
and the conservation of profit margins to our most thoughtful consid- 
eration of which none are of more importance nor most costly than the. 
encroachments of unjust deductions, improper observance of terms, and 
the unwarranted deduction of cash discounts. 

The subject assigned me is “The Observance of Sales Terms and 
the Tendency Toward Net Settlements.” 

If you will undertake to study and make an investigation of these 
questions you will be much surprised, as I have been, to find there is so 
much flagrant abuse and to learn that it is not confined to locality or 
section, nor to any particular line of trade, but that all are suffering 
from laxity in observance of sales terms. 

We have always been of the opinion that a credit man extending 
credit is not merely shipping goods for the pleasure and profit of his 
firm, but is loaning or furnishing capital to the customer with which to 
do business, and not infrequently he is loaning borrowed money upon 
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which interest is being paid and for which no interest is received, and 
on which no proper’ calculation of interest has been included in the price. 
Surely there has not been a computation beyond the sales terms. I: 
has been rightfully said that manufacturers or jobbers usually carry two 
stocks of goods, one in the warehouse and the other scattered around the 
country in the hands of customers. 


H. G. MOORE 
Kansas City, Missouri 
Director 


If we confined our business operations to “cash with orders” how 
restricted would some of our customers be, but probably if this were the 
case, they would be more appreciative of the liberal lines extended and 
more readily comply with and properly observe the condition of sale. 
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Some recent financial disturbances have encouraged latitude in viola- 
tions along these lines, and many merchants have not failed to take undue 
advantage and make permanent certain considerations made plausible by 
temporary conditions. The abuse of sales terms is the rule rather than 
the exception, and in some lines the fences are down and the purchasers 
seem to make their own-conditions and terms, until terms seem sub- 
ject to the pleasure of the customer, remittances are received less such 
deductions, and at such times as suit them best. The passive submis- 
sion of such abuses and such concessions for sales reasons, granted to 
stimulate trade and encourage larger business have grown in the aggregate 
‘to large proportions in these days of enlarged volume and there should 
be an absolute divorcement of sales concessions from the terms pro- 
position and both the sales price and terms should be well, clearly and 
independently defined. : 

Just as some recent conditions have resulted in the withdrawal of 
too liberal extensions of credit, so will the constant increase of so ap- 
parent and such flagrant violations of terms eventually demand the posi- 
tive correction of these costly and unestimated losses. 

How many of us figure what it costs to carry our past dues, or 
how much borrowing our firm would be saved and how much interest if 
terms were properly observed and payments promptly made? Our cus- 
tomers will respect us for our insistence and adherence to terms, for 
they know that we are insisting upon our rights no more plainly and 
no more fairly than they would insist upon theirs in case of overcharge, 
error in shipment, invoice or terms. We are all too fearful of offending 
or losing a customer to stand up for what is right, but our personal 
experiences are that nothing is lost in the long run and much is gained 
by insisting on settlement according to contract. 

When a sale is made all that is right should be allowed in the way 
of prices and terms. The contract is completed and should be enforced 
and a merchandise contract and the proper fulfillment of same should be 
as binding legally and morally and its fulfillment as definite as any other 
business or legal contract. We sell no more goods by being lenient with 
our customer and often that customer who has tried our patience to the 
utmost and to whom we have granted the most concessions, is the one 
most easily lost to our competitor. 

One frequent cause for a merchant’s failure is over-extension of 
credit, coupled with dilatory collection methods, and you will encourage 
him and make him a better business man by your insistence on prompt 
payments, and the proper observance of terms; for it will prevent or 
discourage his improper credit extensions to his customers, and our ex- 
actions will be beneficial to him in his curtailments so that benefit accrues 
all along the line. 

We believe in the proper exercise of patience with the new man 
in business, but the most of these violations are on the part of those long 
in the trade, who for many years have violated the essential and ordinary 
courtesies and considerations. We find some of the. largest interests of 
the country and the oldest and best established are making a daily fight 
to keep their customers in line and in some markets iron clad rules 
regarding such matters have been established and while there was con- 
siderable trouble in enforcement at first and some friction, a firm stand has 
resulted in a proper correction and no trouble is now experienced in that 
direction. 

There should also be a universal requirement upon long term or dating 
sales being settled by note. Our customers will owe no-more, the jobber 
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and manufacturer will benefit thereby, we will possess more of the 
medium of exchange, it will be an added relief to credit lines, and there 
would also be a general insistence upon and the collection of interest on 
past due accounts, which will materially aid in the elimination of the 
abuse. We have one customer who persisted in making unjust deduc- 
tions. Recently he made a deduction and although we interviewed hin 
personally, he laughingly remarked that he “guessed we would stand it.” 
After proper persuasion by correspondence and his failure to remit we 
wrote him a very polite and emphatic letter stating that in the future 
his orders would not be accepted without cash in advance unless this 
unjust deduction was remitted and.at once. We came to the conclusion 
that his trade was worth no more or as much as his excess deduction, 
and today he is walking in the straight and narrow path, and will 
remain there if he continues to do business with us. 

We recently had a case in which it was necessary, partly on account of 
credit conditions, to ask a customer who was really entitled to very 
great consideration, to permit the shipping of a carload with sight draft 
and bill of lading attached if he wanted the goods, and while we were 
fearful that such a demand and position might lose us his business, we 
were convinced that this was the proper stand for us to take. After 
the exchange of a letter or so the shipment was made in’ this way, our 
customer’s confidence and trade was retained, and through diplomatic 
correspondence he was made to understand that he has something to ask 
instead of all to receive—that his financial standing is open to improve- 
ment, that he has impaired same by unjust deductions. We are cer- 
tain that our lesson has done this customer a lasting good. 

Our correspondence should be forceful, diplomatic, but truthful and 
courageous. Of course, one must know how to write his letter, for it is 
the letter that gets the result that we all want to write. This reminds 
me of a story of a dispenser of wet goods down in Kentucky, who wrote 
inadvertently to a minister in prohibition Kansas, soliciting from him the 
names of a dozen of his friends to whom they might send circulars adver- 
tising their goods and soliciting their patronage. Possessing a keen sense 
of humor this minister forwarded the names of.a dozen pillars of the 
church, and he was much surprised in a few weeks to receive a letter 
from the Kentucky firm stating that it was glad to inform him that of 
the dozen names he had sent in six had already placed orders and it was 
hoped that a deal with each of them in the near future would be closed. 
A check for six dollars, his commission on the half dozen sales was 
enclosed. 

Why have the mail houses .with their “cash with order i in advance” 
become so large and so prominent a factor in the trade world? With a 
policy which the average merchant’ would be fearful of adopting, but 
which they have seen enforced until many of their customers have become 
enamored of this false economy and much of their legitimate trade 
diverted from its local channels, simply because these merchants have 
been largely non-insistent upon their own co-operative rights and because 
foreign competition has been allowed through more adroit sales methods 
so to encroach upon their trade and territory as to cause serious complaint 
and often almost terror to the retail merchants who would consider it 
suicidal to insist upon a prompt payment or enforcement, to say nothing 
of cash in advance or even on delivery. 

Why is it that certain large staple lines of goods are sold upon 
rigid, definite, uniform and inviolate terms. Simple because the rule 
has been established and adhered to. Why is it that certain of the 
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present largest productions of the country, bordering upon luxuries 
and sold to those best able to command credit: are sold upon the 
shortest terms or practically upon a cash basis? Simply because 
the producers thereof have had the nerve to be insistent and have univer- 
sally respected this term and have considered this their own interest. 

Why should the producer of a popular summer drink, so popular 
that it is sold in almost every village and at every fountain, be able 
to place terms of strictly ten days net cash upon his product, and 
to build up a mammoth business, the envy of competition? Merely 
because of his insistence and the enforcement of these terms, from 
which there is no deviation no matter what the financial worth of 
the buyer; simply because he had the courage. 

If 24 per cent. of the failures are ascribable to incompetency and 
thirty-five per cent to inexperience, and if failures from these causes 
are constantly increasing, then surely we should be unsparing in our 
efforts properly to educate the new man in business and especially 
along these lines in which so many of our customers are abusive 
of trade courtesies so liberally extended. 

A reputation for prompt payment and prompt cash discounting 
is a good insurance of liberal and cheerful granting of extensions 
in times of necessity and limited capital does not prevent a merchant 
from receiving ample assistance if he has a record for prompt atten- 
tion to obligations. Every merchant should maintain a certain and 
proper standing which always gives him a preference and considera- 
tion more valuable to him than the small and. unjust deductions he 
may make. 

The man who makes the best customer for you and me, the man 
who deserves and receives the best treatment, the one entitled to our 
most liberal terms is the one who gives and expects a square deal, 
but one whose business hinges upon the allowance of improper 
charges, excess terms and improper extensions of any kind is worth- 
less to you as such deductions will grow rather than diminish, and 
it is but a question of time before his business, rightly figured, will 
represent an actual loss. Allow me to suggest that the elimination of 
this class of customers from our books will occasion little real loss 
and the energy employed in behalf of these disputants in the credit, 
accounting, and sales departments can be made of much more value 
in increased care of our more worthy trade. 

What a lot of fair minded men there are in business, men with 
whom it is refreshing to have a business transaction, men to whom 
an obligation is an obligation, whose customary promptness is a 
pleasure and to whom maturity means something, those men who are en- 
titled to and do receive every courtesy and consideration; but we regret 
to say there is, on the other hand, a considerable number who should be 
placed absolutely upon the “cash with order” list and kept there until they 
are properly educated in business practice. They should be made aware 
of the fact that they are pursuing a short-sighted and ruinous policy when 
they become addicted to improper deductions and short remittances, 
and the tricky business men should be placed and kept in a class by 
themselves. 

The prudent merchant is the man who prizes his record for 
prompt and full settlement even though it has been made at times 
when serious sacrifice was necessary to protect his good name. 

The most serious of trade abuses we feel is the improper deduc- 
tion of cash discount after the discount date is past. Cash discount 
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has fallen into sad disgrace and originators of the term would hardly 
know the present remnant of the one time well observed and definite 
custom, for it has become to a large degree a trade concession, a 
much misused and well abused term, and in almost every market the 
condition is not improving but is rapidly growing worse. Cash dis- 
count is not an allowance from the billing price, but a premium the 
seller pays as an insurance against loss, a deduction from his profit 
so that he may avoid excessive use of his credit and turn his invested 
capital more frequently as well as avoid the cost of carrying the 
account which some one must pay. : 

We all like to see and foster the proper taking of discounts and 
the system should be encouraged for it speaks of thrift and business 
capacity as well as sufficient and ample capital, and a profit in itself, 
while the discounting of one’s bills will act as a systematic safeguard 
or a restraint against over-buying and serve to limit him more safely 
to his capital. 

The narrowing margins of more recent years have largely com- 
pelled the manufacturer or seller of raw materials to eliminate the 
cash discount and without any increase in price, more than his share 
of this withdrawal has fallen upon the jobber who cannot corre- 
spondingly reduce his cash discount to the retailer. 

The retailer who so largely advertises and emphasizes his selling 
for cash and his elimination of costly accounting, is sometimes the 
most apt to encroach upon his creditors’ premises and profits by his 
deductions and dilatory payments. Ten days overtime on every sixty 
days bill of goods is equal to three months time in a year, or at 6 
per cent. means one and one-half per cent. It is unjust to your good 
customer who discounts promptly to make this concession to his 
less worthy competitor. Suppose you sold a bill of goods on ninety 
days’ time and at the expiration of seventy-five days were to ask your 
pay or raise your price, what kind of a reputation would you enjoy 
in the trade? But why is it not as fair for you to ask pay in advance 
as for your customer to insist on payment after maturity? 

It is frequently claimed that the discount is withheld on account of 
goods not having reached destination. We believe the discount term 
should be so gauged that the merchant could receive goods before pay- 
ment, as that would seem only fair, for we want at all times to be 
fair to the customer as we expect him to be fair to us; but it should not 
be overlooked and should be thoroughly understood that cash discount 
is the premium paid by the seller for the payment within a certain period 
after the goods leave him. We know of-.one representative house of the 
country who figures the time it will take the draft to reach destination, 
and no matter whether it is to Kalamazoo or London, the draft is there 
on the day the bill is subject to discount. . 

If a merchant went to a bank and borrowed money he would cer- 
tainly pay for every day. after maturity he let it remain unpaid. He 
would be lucky if he escaped the protest fees and in addition usually 
pays interest in advance. 

Why should one phase of commercial policy be more liberal than 
another? The banker will tell you he is entitled to every penny of his 
legal income because of the narrow margin, but his net margin is com- 
paratively no narrower than the jobber, so why should a distinction be 
made? It will not impair a merchant’s credit with his banker to know 
that he is borrowing money to discount his current bills and his stand- 
ing at home and with his banker should be such that he is worthy of 
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sufficient short time loans wherewith to discount promptly his discount 
items, and the banker should be and is willing and glad to see him 
taking the discount and his promptness will strengthen and encourage 
his relations with the banker. 

The abuse of the system is encouraging in that merchants are bring- 
ing upon themselves, in fact, forcing the inevitable abolition, of the 
discount allowance. It would be a radical step, but our National office 
is authority for the statement that the testimony of those who have 
tried it is, “there is no material loss of customers. 

We noticed the advertisement of a firm the other day which stated: 
“We give dating but no discount.” 

A change to net terms would possess many advantages. It would 
make easier settlements, more definite payments and would also restrict 
discounts to such allowances made for prepayment as is warranted by 
the market value of money. But before advocating net terms let us have 
a vigorous and effective campaign for the universal respect and observ- 
ance of existing terms and see if thus we can eliminate the abuses from 
the present practice of giving discount for prompt payment. 

Bad conditions exist, gentlemen, not because our customers 
created them, but for the reason that we have allowed them to assume 
their present proportions, and as we have created, so the remedy lies 
with us and us alone, and as an association we should take a decided 
emphatic and unanimous stand. 

It is a campaign we should enter without fear or favor, and for the 
good of our membership, and for the benefit of the commercial interests 
of the country at large. , Instead of fighting this individually, let us 
fight the good fight all together, for we have been much benefited by 
united action and there is more in the conquest of the future, and while 
successes line our march of progress, let us add one more brilliant 
achievement and establish the rule: “Sales Terms and Discounts Must 
be Observed, or Discounts Abandoned and Terms Modified.” 

If the cash discount term is too short for the delivery of goods, 
nove it up to fifteen or twenty days, but whatever they are insist rigidly 
upon the observance of the limit. Let us dictate the terms and condi- 
tions of our sales and insist upon the promptitude the conditions demand, 
remembering that success will never come by compromise; so let our 
purpose be as well defined as the opposition is insistent. 

How shall we proceed? By our hearty approval and support of 
the educational campaign in this direction carried on by our National 
office, that valuable instrumentality, whose effort has the wholesome 
endorsement of the progressive retail merchant associations, and by 
proper effort and hearty co-operation on the part of each of us which will 
insure the needed reform. 

How shall we correct it? By our hearty, cordial and aggressive 
work through the valuable assistance of the sales department, whose 
support we each must have if we are to succeed, whose co-operation 
we must solicit and obtain if we are to eliminate these abuses and in 
their stead promulgate the doctrine of clean and wholesome business. 

How shall our local associations assist? How can they serve to 
lessen or eliminate these abuses? They can do so by increasing their 
membership so that in this’: way they will become better organized 
against al! abuses, and be in a position to educate all credit men to a 
better understanding and fuller conception of their duty to themselves 
and to the commercial world. 

How shall we aid individually? By our own observance of terms 
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with others, so that we can ask a confinement on the part of our cus- 
tomers to our terms, and be able to give them our assurance that a more 
rigid enforcement of a contract and the mutual recognition of its pro- 
visions cannot disturb proper relations between just and honorable busi- 
ness men, between the customer who wants to do his duty and his 
dependable friends, the jobber and manufacturer. 

The position taken by this representative, recognized, commercial 
organization, with its qualified membership, with its equipment, stand- 
ing and prestige, actuated by the just principles which have always 
defined its course (for this organization can do anything that is right), 
will under our leadership readily give impetus to similar work of other 
organizations, even as an aggressive campaign is always contagious and 
inspirational. 

When this shall have been accomplished, when we have eradicated 
these evils which can easily be lessened and gradually but surely elimi- 
nated, when we are outspoken and have taken a decided, emphatic and 
not uncertain stand, when we have more clearly established commercial 
usage and have more fully defined trade ethics, when we have the cour- 
age to insist that a bill or an invoice be as inviolate or sacred in its 
terms or provisions as any “I promise to pay,’ then we have taken 
another forward step, then we have achieved another definite purpose, 
then we have been true to one phase of the work to which I feel we 
cannot be too largely committed, then we have to ourselves been true, 
and it does follow “thou canst not then be false to any man.” (Great 
and long-continued applause. ) 


President Salisbury—The next order of business is the report of 
the Bankruptcy Law Committee, Harry New, Chairman, Cleveland. 
(Great and long-continued applause. ) 

Mr. New—I hope: that the members of the committee have all read 
in detail the report of the Bankruptcy Law Committee as submitted 
by it and printed among the other reports. I believe that you will find 
in the report that we have tried to call a spade a spade; we have tried 
to say something ; we have tried to find where we are at fault and have 
said so and have blamed ourselves, and have.not spared the other fellow 
here. 


Report of Bankruptcy Law Committee 


To the Officers and Members of the National Association of Credit Men. 


Your Committee on Bankruptcy Law has earnestly endeavored to 
act in a representative capacity and to keep its deliberations, conclusions 
and recommendations free from personal coloring or prejudice. 

We must take into consideration that a large percentage of the men 
now responsible for the conduct of credit departments assumed their 
duties during the years since 1898 and are not therefore familiar through 
direct experience with conditions which existed previous to the enactment 
of the present National Bankruptcy Law; for that reason and the added 
one that there are no statistics available, no fair comparisons can be 
drawn between the results obtained under the operation of the National 
Bankruptcy Law, and those under the old state insolvency and assignment 
laws. Were it possible, your committee firmly believes the student look- 
ing into the old and new conditions would find it highly instructive to 
bring into comparison by exact figures results obtained under the two 
methods of handling failure cases. 
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By questioning those who checked credits for at least a decade prior 
to 1898, or by analyzing the figures to get the average experience of 
commercial houses doing business in a considerable territory during 
the years when the insolvency laws were the rule, it would be found that 
inequities, unfairness, dishonorable preferences, large costs, delays, etc., 
were the rule, all of which would but tell the story of what could be 
looked for were there substituted for a national law the diverging insol- 
vency and assignment laws of forty-eight states, a story of disorder and 
' retrogression in collections. 

It will be conceded that the credit man or credit grantor has made 
greater progress in the initial checking of a credit through closer contact 
with his fellow credit man and the systems thereby developed, than he 
has made in the collection of an involved account, or an account which 
brings him face to face with a bankruptcy or insolvency situation. 

There is a tendency to assume, certainly if action with any truth 
reflects thought, that a collection law should work automatically, that 
an account merely thrown into the hopper .of the courts should give a 
perfectly satisfactory return without the exercise of reasonable diligence, 
attention and defense upon the creditor’s part. 

Your committee desires to impress upon the membership and upon 
all credit grantors that no collection law within the power of the human 
mind to conceive will act automatically; that satisfactory results from 
involved accounts come as the price of diligence, attention and the exer- 
cise of the same prudence and care that are devoted to the initial checking 
of the credit. 

Recognizing the need of sounder thinking in this matter, your com- 
mittee will very earnestly recommend that during the coming year and 
the following years every reasonable effort be advanced by the Associa- 
tion to promote among credit grantors the consciousness of this need and 
to awaken in them a determination that every involved account shall be 
diligently followed to its conclusion, every motion of the court observed 
and each action of the debtor closely scrutinized. 

Given such diligence it is not difficult to prognosticate that fraud in 
the planning and execution of failures will be attended more and more 
with serious risk and men who now commit fraud deliberately will be 
restrained by the dangers they expose themselves to. 

Your committee was made aware during the course of the year 
just closing that sincere complaints from some directions were advanced 
against the law, but in the final analysis, as would be conceded by many 
of the complainants themselves, practically all the complaints involved 
the practice of law, not the fundamental law itself. 

As an able New York lawyer stated, the real ethics of the Na- 
tional Bankruptcy Law has not been realized by either the merchant or 
the attorney. 

Your committee desiring to secure from the membership a frank 
expression of complaints directed against the law or its practice and also 
comments or suggestions for its more effectual administration, addressed 
a general letter in April to all local associations. Immediately thereafter 
the committee held a conference at Cleveland. At this conference your 
committee was favored with the presence of a referee in bankruptcy of 
wide experience, exceedingly practical and perfectly fair. In a session 
of unlimited discussion letters -received in reply to your committee’s gen- 
eral communication were taken up and every point of the law and its 


practice involved in complaints, comments or suggestions thoroughly 
considered. 
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Your committee will endeavor to present in this report the important 
conclusions reached at this conference. They should have the effect of 
awakening upon the part of every credit grantor a live interest in the 
law and its practice and a determination to test its equity and protection 
thoroughly. ’ 

In some directions the thought controls that the fraudulently inclined 
have used the law for a furtherance of their purposes. The credit student 
must bear in mind that into our commercial life during the past decade 
or two, more than in any time in the history of our country, new elements 
have been injected whose traditions and instincts are not for the most 
part of the ideal type, and that some traders of this class should have 
successfully perpetrated fraud, may be chargeable more directly to the 
pressure in selling on credit, than to any defects in the bankruptcy law. 

Your committee is convinced that. given the same amount of credit 
‘a larger amount of commercial fraud would have been perpetrated under 
state insolvency and assignment laws than under the prevailing bank-. 
ruptcy law. The support of this conclusion is impossible through 
definite data and we can merely suggest to those who hold the idea 
heretofore expressed and to the membership at large, a thorough study 
of our commercial fabric and the education and diligence required to 
instil in some traders an allegiance to decent business ideals. 

Now to the heart of the question—the results derived under the 
administration of the law which have been complained of in some direc- 
tions and more specifically in small estates—your committee found that 
in creditors’ meetings, called for the purpose of examining the bankrupt 
and for the purpose of giving creditors control, there is usually a marked 
absence of the creditor class either in person or by proper representative. 
This conclusion was sustained by the direct testimony of the referee in 
bankruptcy present. Here ts the crux of the situation. The lack of 
diligence upon the part of creditors, their representation by collection 
agencies or bankruptcy practitioners, who frequently use the claims 
they represent for the purpose of barter to secure the trusteeship, the 
position of attorney for trustee, or some office that might be pressed for 
a lucrative return. 

Will the referee in bankruptcy be encouraged, in the face of such 
indifference, to insist upon an economic administration of the bankrupt 
estate, to allow fees commensurate with the actual services performed 
both by the trustee and his attorney, the receiver and his attorney or the 
attorney of the petitioning debtor or petitioning creditors? 

Now let us observe the due order and how effectual the diligence and 
defensive attitude of the creditors niay prove. 

The bankruptcy court is the first element in the administration of the 
law, and the referees in bankruptcy are appointees of the federal judges. 
In the selection of such a large number of referees as the administration 
of the law throughout the nation requires, the appointing power should 
explicitly know that the business interests expect of its appointees fair- 
ness, expedition and judicial courage. The referees should be made 
aware of an expectation upon the part of credit grantors that their part 
in the administration of the law is under constant review and that any 
presumably unwarranted decision or allowance will be contested; on the 
other hand, that a fair and fearless administration of the bankruptcy 
law will meet with the cordial support and approbation of business men. 

In some jurisdictions the bankruptcy court is constantly allied to 
the equities of cases, but in a general way many situations might have 
been saved from greater loss to creditors, had diligence been exercised 
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on its part, and had the question of the appointment of a receiver, if 
one is deemed necessary, been carefully weighed, also whether the receiver 
shall act merely as.a custodian, or carry on the business temporarily, 
and again had the fees charged by the attorneys for the receivers 
and trustees been scrutinized and investigated made as to whether they 
had fully performed the services charged for. Creditors in general do 
not always understand that the fees fixed in the bankruptcy law are a 
maximum and not a schedule of fees to be allowed, so that the bank- 
ruptcy court has latitude in that respect. 

In most jurisdictions also there would be welcomed by the bank- 
ruptcy court and the referee recommendations from local organizations 


HARRY NEW 
Landesman, Hirschheimer Co., Cleveland, O. 
Chairman, Bankruptcy Law Committee 


such as those of this association, of business men qualified by experience 
and reputation to perform the office of receiver for the direct benefit of 
the estate and also a list of responsible men qualified to appraise bank- 
rupt stocks. No higher service could be extended the administration of 
these initial stages of the bankrupt estate, none could assure equity and 
fairness to creditors better than this co-operation with the bankruptcy 


courts and your committee earnestly recommends such co-operation to all 
of our local associations. 
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You have observed how profitable diligence may prove in these 
primary steps and now coming to the election of a trustee, we can not 
speak too forcefully of the return promised in the selection of an experi- 
enced business man rather than an attorney or inexperienced person in 
dispensing the bankrupt’s assets to the best advantage. 


At creditors’ meetings, called for the purpose of electing a trustee, 
examining the bankrupt and performing other responsibilities in the 
administration of the law, we urge most earnestly that creditors be 
present in person, or have those represent them who will really represent 
their interests and will not stoop to use their claims for barter or selfish 
purposes. 


The compensation of trustees should be closely observed because 
again the law states a maximum, and the bankruptcy court has latitude for 
allowance within that maximum. With diligence, creditors :can success- 
fully contest allowances and also hold within necessary service an allow- 
ance to trustee’s counsel. 


These matters of selecting representatives in the positions of receiver 

and trustee, their compensatory allowances as also those of their attorneys 

“must be supplemented by an insistence upon the part of the creditors that 

each estate be expeditiously closed within the terms of the law and that 
the law itself be carefully observed. 


It has been reported to your committee that compositions in bank- 
ruptcy are accepted and confirmed before that examination of the 
bankrupt and the filing of his schedules explicitly required by law. All 
instances of this kind should be immediately contested and the attention 
of the bankruptcy court called to the law itself, how it-expressly states 
that compositions must be tendered and confirmed after and not before 
the examination of the bankrupt and the filing of his schedules. 

Concluding this more or less technical presentation of practices under 
the law and the need of creditors’ diligence in securing for themselves the 
results which the law itself provides the method of getting, your commit- 
tee wants to add its personal conviction that the nation’s progress on com- 
mercial lines demands a uniform “National Collection Law” and that the 
present one will be found potentially adequate iri.maintaining equalities 
and the decrease of waste through insolvent estates when. the spirit of 
the law, its ethical standards and modes of protecting debtor and creditor 
are fully realized by credit grantors and attorneys. . 

In periods of commercial strain such as our country has gone through 
during recurring periods in the past sixty years, consider the steadiness 
which the National Bankruptcy Law may give because of the:even plane 
upon which it puts creditors. Consider also how temporarily embar- 
rassed merchants may be saved from undue pressure which would mean 
insolvency and loss but for the safeguard of this law in saying to a 
creditor, ‘““You may not be preferred above another.” Also in the interest 
of all it is best to help the embarrassed debtor ride through his tem- 
porary embarrassment. This was verified in the disastrous period of 
1907 and 1908. 

Your committee believed it was not only proper, but advisable, in 
the trend of our present strong commercial education to present their 
conclusions in this technical way and with a hope that all credit grantors 
may be encouraged to study the law without prejudice and to lend a hand 
in making it the effective instrument in commerce which it was intended 
to be ahd is capable of becoming. 
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Your committee begs to tender the following resolutions: 


I 


“Resolved, That the members of the National Association of Credit 
Men and all credit grantors be encouraged and urged to be diligent when 
personally concerned in the administration of the National Bankruptcy 
Law by attending in person or by proper representative, creditors’ meet- 
ings and observing each step in the process of administration so that a 
fair and businesslike application of the law may be assured. 


II 


“Resolved, That the National Association of Credit Men, through 
its incoming Bankruptcy Law Committee and succeeding committees, 
formulate and distribute sound literature upon the National Bankruptcy 
Law and its practice so that the interest of all credit grantors may be 
awakened to an efficient administration of the law and the need discerned 
of exerting due diligence in the collection of involved accounts. 

II] 

“Resolved, That the National Association of Credit Men, through its 
incoming bankruptcy committee and succeeding committees, make known 
in a proper and tactful manner to the federal judges that the welfare of 
business demands that their appointees for referee positions must be 
most carefully made and to referees that the soundness of commerce will 
be largely promoted through the intelligent and equitable conduct of 
their offices.” 

Respectfully submitted, 


STANLEY FLoyp, 

A. H. Dosson, 

J. Epwarp Sti1z, 

W. B. Cross, 

Harry New, Chairman. 


Mr. New then moved the adoption of the report and resolutions. 
Seconded. 


President Salisbury—The question of the adoption of the report 
of the committee and the resolutions offered is before you. The 
open parliament on the report and resolutions will be led by W. B. 
Cross, of Duluth. (Applause.) 

Mr. Cross—Being a member of the Bankruptcy. Law Committee 
and a signer of the report just read, I can add but very little to the 
recommendations that have been given you. 

There are, however, one or two little points that I would like 
to call attention to. In nearly all the comparisons between the re- 
sults obtained by liquidation of insolvent estates in bankruptcy and 
through friendly adjustment, both at this convention and elsewhere, 
no consideration seems to have been given to the fact that only those 
estates that are comparatively easy of settlement are handled by 
friendly adjustment, and then the debtor usually co-operates with the 
trustee or the creditors’ representative, and there is no litigation. 

Few bankruptcy cases are free from contest, either on the part 
of some creditor, trying to obtain a preference or the debtor trying 
to obtain excessive exemption, with more or less litigation as a 
consequence. I believe in friendly adjustment but I do not think it 
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fair to the bankruptcy law to compare the results under it with those 
under friendly adjustments any more than I think it fair to compare 
the cost of collection by draft and through attorneys. Attempts are 
first made to arrange a settlement out of court, except in cases show- 
ing prima facie evidences of fraud or unfairness, and then bank- 
ruptcy as a last resort. 

One of the conclusions of the committee is that much better 
results from estates. in bankruptcy are attained if creditors attend 
all meetings in person or by proper representatives. It seems to me 
that a proper representative is the adjustment bureau if so located 
as to be available. The managers of these bureaus should be more 
competent than even the credit man himself to judge the best methods 
of procedure because of their intimate knowledge gained through 
similar cases. 

One of the large expense items is attorneys’ fees. How many 
of us really know when an attorney’s bill is too large? It always 
seems to be. But the attorney’s work, like the plumbers, is done 
much in the dark. (Laughter.) The bureau manager with his experi- 
ence in almost numberless cases, is better qualified to judge of the value 
of services where compensation is not fixed by law. 

My thought is give your claims in bankruptcy to our adjustment 
bureaus whenever possible, and do not criticise the bankruptcy law 
for conditions it is not responsible for. (Great applause.) 


President Salisbury—Mr._Williams being called away, Mr. Cross 
will be followed by Chas. E. Meek, of New York. (Long continued 
and enthusiastic applause.) 

Mr. Meek—Only about two minutes ago Mr. Flannery, who was 
in charge of the New York delegation, informed me that Mr. Williams 
had left, and asked me if I would not take his place. Now, Mr. 
Williams, of course, is engaged in the merchandise line, while I am 
in a little different line of business, one in which you very seldom find 
men arising and saying good things for the bankruptcy law, because 
as a matter of fact the bankruptcy law has taken away from the 
banker a great many advantages and opportunities which he had in 
past years. My experience as a merchandise man in the first place 
convinced me that the bankruptcy law. was the only fair way and 
the best and most economical way of handling insolvency. As 
secretary of the National Association I was compelled to believe in 
that doctrine for a number of years. Now, I find that on the part of 
institutions like the one which I represent, there has grown up a 
feeling that the bankruptcy law is the proper and safest method of 
protecting creditors who are doing an interstate business. It has, 
in our judgment, acted as a stimulant. It has protected credits, it 
has restored confidence. . 

Yiou men know that it is a practice prevailing pretty much all over 
the country today on the part of the larger houses, at least, to secure 
some of their money through the open market. Business men in every 
state in the Union send their paper to the larger centers to be submitted 
to the bankers, and it is purchased by these bankegs. Business houses of 
Texas, Washington, Minnesota and every state in the Union, do this 
very thing. . 

Now, today, under the bankruptcy law, we are placed in such a 
position—having full confidence in the fact that in the case of a disaster 
we will receive our proportionate share of the assets—that we are not 
obliged to discriminate against the merchants of any state. The paper 
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of Texas and the paper of Washington and the paper of Minnesota is 
just as good in the New York market today as the paper issued by 
merchants in our own state. 

I know that I am speaking correctly because I see in the pocket- 
book of the bank I am with the paper of merchants located in all parts 
of the country, and we do a comparatively large business in that 
commodity. 

Practically within the same period of time that the bankruptcy law 
has been in existence, we have purchased in the open market between 
three and four hundred million dollars worth of commercial paper. Now, 
that paper was purchased simply upon confidence in the business houses 
who offered it, backed up by the fact that the bankruptcy law would 
give us a square deal in case disaster overtook the business house; and 
we are feeling today that so far as this particular law is. concerned, 
it played a great part during the financial disturbance of 1907, and 
should we again encounter a condition of that same character, I am sure 
the fact that this law was in existence would do a great deal towards 
retarding the progress of any financial scare, and would keep the bank- 
ing people of the country filled with confidence that their position was 
equally as good as the position of the merchandise creditors. The 
bankruptcy law, in my judgment is the safeguard of the credit system 
of the country today. 

Now, I am going to close, and I want to direct the balance of my 
remarks particularly to the creditors from the eastern part of the 
country. I know whereof I speak, and I just want to say this, that 
the men east of the Missouri river, if they were to co-operate a little 
closer than they have been doing in the past, with our friends in the 
West, and when news of the bankruptcy case comes into the eastern 
market, instead of sending their claims to the first man who asks for 
them, whether they know .him or not, if they were to take the time 
and investigate and find out whether the local association in that par- 
ticular city or particular district has an adjustment bureau, or if it has 
not an adjustment bureau, to communicate with some member of the 
Association (we have them at every point throughout the country) as to 
the reliability of the attorney or as to the situation—it would take 
little time to investigate—and then act with the local creditors, they 
would save themselves a great deal of money, and they would also to a 
large extent eliminate the many criticisms that are being made of the 
bankruptcy law on account of the charge of extravagance or of excessive 
fees which are allowed in bankruptcy cases. - (Great applause.) We 
have an opportunity to demonstrate what we can do, and I hope that my 
friends in the East will from this time on show more active co-opera- 
tion with the men of the other parts of the country; for I am sure 
that it will produce good results. I thank you. (Great applause.) 


Vernor Hall, Dallas—This convention owes a debt of gratitude to 
the Committee on Bankruptcy Law for the splendid report it has just 
handed in. The report suggests a thought which has caused me to pre- 
pare a resolution for the purpose, if possible, of eliminating an abuse 
which has grown up in the practice of the bankruptcy law in some of the 
southwestern states. When I say southwestern states, I also include 
southern states, because I have talked with members from Louisiana and 
from as far west as Washington, and they have all told me that this 
practice has grown up and become an evil in the administration of the 
bankruptcy law. 
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In presenting this resolution I want to make it clear that the credit 
men of Texas and the Southwest are loyal to the bankruptcy law, and 
believe that it is a model law. It is only when the law is not followed 
that we get into trouble. We are endeavoring to correct an evil which 
has grown up on the part of referees in bankruptcy refusing to confirm 
the election of trustees suggested by the creditors. Referees frequently 
surrounded themselves with a coterie of special trustees, often from their 
own offices. To get the spirit of this convention on this important ques- 
tion I offer the following resolutions: 


“Resolved, That the National Association of Credit Men urge the 
selection of trustees in bankruptcy estates experienced in the particular 
line of business involved, to the end that estates may be efficiently and 
economically administered. 

“Resolved, That creditors and referees co-operate in the election of 
competent trustees. That it is the sense of this convention that the wise 
provision of the statute giving creditors representing a majority in num- 
ber and amount of claims the right to elect a trustee at all times be 
preserved inviolate. That the election of a proper trustee should be 
speedily confirmed by the_referee instead of refusing confirmation and 
appointing another, which has been the practice in some districts in the 
past. 

“Resolved, That creditors and referees at all times work harmoniously 


together to the end that the usefulness and efficiency of this statute be 
increased.” 


Mr. Hall moved the adoption of the resolution. Seconded by Louis 
Grossman, of Louisville. 

-§. T. Hills, Seattlke—The resolution does not seem to get to the 
point. If what the resolution presents is the law we can enforce it in 
other ways. I would like to read a resolution I have just penciled which, 
I think, is more to the point. 

President Salisbury—Do you wish to substitute your resolution for 
the resolution offered by Mr. Hall? 

Mr. Hills—I would like to read it. 

President Salisbury—Do you wish to introduce your resolution as a 
substitute ? 

Mr. Hills—I have no objection to the resolution offered. 

President Salisbury—Let us dispose of Mr. Hall’s resolution first. 

Mr. Hills—Very well. I will offer this as a substitute. 

President Salisbury—You are offering a substitute for all the reso- 
lutions offered? > 

Mr. Hills—No, just an amendment to the resolutions offered. We 
can adopt what is now before the convention and then I can present my 
resolution as I have drafted it. 

President Salisbury—Read the resolution. 

“Resolved, That it is the recommendation of this convention that 
each member when placing a collection against a going concern with an 
attorney or collection agency, do so with a letter of instructions or 
endorsement that such account shall be: at the call of a secretary of the 
local association of credit men for voting purposes, when such account 
shall become involved in bankruptcy or adjustment out of court.” 

President Salisbury—That is an entirely different resolution. I can- 
not see that this applies or has any bearing upon the resolutions offered 
by Mr. Hall. It is not in opposition to them. 

Mr. Hills—Only an amendment. 
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President Salisbury—It does not amend any of it. I think it would 
pease the convention if that resolution could be offered just a little 
‘ater. It is in addition to everything that we have. 

Mr. Hills—Very well. 

President Salisbury—Are there any remarks to be made on the 
report of the committee? 

H. A. Ferris—I think it would be better to have the resolution read, 
the creditors to pay a certain amount, whatever is necessary in each case 
of that kind, to take it to the highest court. 

President Salisbury—Do you wish to offer an amendment or what? 

Mr. Ferris—I object to the resolution the way it reads. I am talk- 
ing against it for this reason: This resolution is all right except that it 
does not reach the core of the situation. If the creditors. would spend 
some money 

President Salisbury—Will you prepare or offer an amendment to this 
resolution? The convention is not aware of what you are going to offer. 

Mr. Ferris—I am just opposed to the resolution. 

President Salisbury—You do not wish to offer an amendment? 

Mr. Ferris—No. 

A. N. Ritz, Milwaukee—I call for the previous question. 

Mr. Ferris—The only way to reach this proposition is for the 
creditors to put up the money to appeal these cases to the highest 
court; and the law is plain enough now. We can get our trustees 
elected in every case, where the trustees are good men, and the 
creditors vote for them. If the creditors will simply stand behind 
the agency which represents their claims, and appeal these cases to 
the highest court, it will be all right. I do not think that the resolu- 
tion offered by Mr. Hall alone will do us any good; but I think the 
creditors should put up the money to appeal the cases to the highest 
court and then we shall always get results. 

James E. Porter, Pittsburgh—I think the report of the committee 
should be acted upon separately from the resolutions offered by other 
members of the Association. The members may favor some of the 
resolutions and oppose others. 

President Salisbury—We shall consider the report and resolu- 
tions of the committee first. 

Report and resolutions of the committee unanimously adopted. 

President Salisbury—We should now consider the resolution 
offered by Mr. Hall, of Dallas. 

Arthur Parsons, Salt Lake City—I move that the resolution be 
referred to the Committee on Resolutions. 

President Salisbury—That motion is not quite proper. 

A. N. Ritz, Milwaukee—I move as an amendment to the motion 
that Mr. Hill’s resolution be adopted. 

President Salisbury—That is not necessary. Will the secretary 
read Mr. Hill’s resolution. 

The secretary read Mr. Hill’s resolution as follows: 

“Resolved, That it is the recommendation of the convention that 
each member when placing against a going concern a collection with 
an attorney or collection agency, shall do so with a letter of instruc- 
tion or indorsement that. such account shall be at the call of a secretary 
of the local association of the National Association of Credit Men, 
for voting purposes, when such account shall become involved in 
bankruptcy or adjustment out of court.” 


Seconded. 
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Oscar Loeffler, Milwaukee—I think this question has been dis- 
posed of. That has been recommended already. 

Vernor Hall, Dallas—This resolution extends an invitation to 
outside lawyers. We move very speedily from the attorney’s stand- 
point in some cases where fees are involved; and I do not think it 
is good judgment to add to the apparent necessity for haste. The 
adjustment bureau movement is taking away from our collection 
attorneys some of the perquisites, in the southwest. I imagine a 
claim that would reach one of those people with such a provision, 
would inspire them to more haste than would be satisfactory for the 
members of this Association. (Applause.) 

Mr. Hills—It was not the intention to deprive collection agents 
or attorneys of their fees. I do not think that is the right object or 
‘ method. We do not want to take their fees away. They are entitled 
to their collection fees; but I say that the creditor’s interest is best 
conserved by those who are administering an estate impartially, by 
those who have only one object in view, and that is, giving the 
creditors every dollar that the estate will pay; and that is the object 
that I had in suggesting that the account be placed in the hands of 
the local association; because you know it can have only one object, 
and that is to get the most money for every creditor involved. 

Harry L. Eisen, Milwaukee—It is useless to debate this resolu- 
tion because it has been adopted at every convention of the Associa- 
tion, in adopting the rules of the adjustment bureau; you will find 
the same conditions existing; you will find that at each conference 
of adjustment bureaus this question has come up; it has been em- 
bodied in their rules and those rules are forwarded to the National 
Association and it is already on the books. 


Secretary Tregoe—At the convention at Boston there was a 
resolution passed to this effect, that when creditors who are members 
of this Association place claims with attorneys or collection agents, 
there should be attached to the claim a sticker, to the effect that, 
in the event of bankruptcy or insolvency, the claim is subject to the 
instructions of the forwarder of the claim. In other words, the claim 
was to be at the instructions of the forwarder of the claim, which 
gave him the privilege of recalling it if he desired to do so. That 
resolution was passed at the Boston convention. ~ 

Mr. Hills—That being the case I should like to see it practised a little 
more, and I withdraw this resolution. 

Richard J. Morawetz, Milwaukee—In taking up this subject a great 
deal of attention has been paid—in fact, all of it—to the application and 
administration of the bankruptcy act. I think too little heed has been 
given the indirect advantages of that act. A few days ago we listened 
to the splendid address of our friend from Portland on the ethics of 
business, the settlements out of court, the advantages of such a process; 
and we also heard from the adjustment bureau on the greater dividends 
realized from adjustments out of court. Now, I ask you, and I want to 
leave it to the earnest consideration of all the members of the Association: 
How could you expect these splendid results without the bankruptcy act? 

F. R. Hamburger, Detroit—I would like to ask the courtesy of the 
convention for three minutes to say a few words. I have been a credit 
man for twenty-two years; I have operated under the state insolvency 
laws as a credit man prior to 1898, as well as under the bankruptcy act 
since then; and I am loyal to the bankruptcy law; but I wish to say 
that its popularity is greatly in danger for two or three reasons: the 
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excessive cost of bankruptcy administration, the long time necessary by 
law to wind up an estate, and the very broad construction that has been 
given by courts in the last few years, which are in most cases advantageous 
to the debtor. 

I have in my hand a letter from Mr. Remington, who has charge of 
the bankruptcy law department of the National office, in which he recites 
a decision recently made by the United States Supreme Court upon an 
appeal taken from a southern state, that a creditor is permitted without 
violating the preference provision of the bankruptcy law to furnish the 
money necessary for a composition. This decision would have been viewed 
with great alarm a few years ago, but it simply shows the trend of bank- 
ruptcy interpretation by the courts. I know that I cannot present my 
views intelligently possibly in the short time at my command, but I ask 
the privilege of offering this resolution: 


“Resolved, That the following suggested amendments to the National 
Bankruptcy Law be given consideration by the incoming Committee on 
Bankruptcy Law and if after due consideration by said committee it 
shall deem it advisable, the committee is hereby authorized to have pre- 
pared by the legal department of the National Association the said 
amendments in legal form and use its best endeavors to have them pre- 
sented to the Congress and urge their adoption as amendments to the 
National Bankruptcy Law: 

“First—The referee of a bankruptcy court being merely an adjunct 
of the United States District Court, his compensation shall be a stipulated 
salary paid by the United States government, instead of the fee paid by 
the bankrupt estate as now. 

“Second—That the time between the filing of an involuntary petition 
in bankruptcy and the date of adjudication as well as the time between 
the first meeting of creditors and tae date of adjudication be reduced 
one-half, 

“Third—That no receiver or trustes in bankruptcy shall be authorized 
to employ an attorney unless he first show to the satisfaction of the court 
that the services of an attorney are absolutely necessary to the proper 
discharge of his duties as such officer. 

“Fourth—That when such attorney is authorized and employed, his 
compensation shall-.in all cases be based upon the actual amount of labor 
performed, same to be determined by the court, and if no court litiga- 
tion has been necessary, then the compensation of such attorney shall 
in no case exceed 2 per cent. of the first $5,000 and one-quarter of 
I per cent. on the balance of all moneys disbursed as dividends by the 
trustee, 

“Fifth—That all provable accounts against a bankrupt estate must 
be filed within four months of the date of adjudication, and the referee 
shall be empowered to order an estate closed within that time. 

“Sixth—That an application for a discharge in bankruptcy may be 
filed by the bankrupt within four months from the date of adjudication, 
but not after.” 


I move the adoption of this resolution. 

Adolph Landauer, Milwaukee—In rising to second this motion I 
wish to state that the gentleman has hit the nail on the head. I will 
tell of an experience I have had. A failure occurred in 1904, involving 
some $90,000 liabilities and $148,000 assets. The case went through 
bankruptcy and was finally settled thirty days ago. All the creditors, of 
which I was an unfortunate one, received a 26 per cent. dividend. The 


. 677 


aaeghbinme 
rs ae 


pao 


oe 


Aeon s wee. 





coher 


excesses were something enormous. Legal talent came from all the 
states in the Union and was paid its fees. 

If we enter into a full discussion of what the gentleman intended, 
we shall be here until tomorrow, and the motion calls for a reference 
to the incoming bankruptcy committee ; and I would move that it be the 
sense of this convention that we refer to the incoming committee to 
act as its sees fit in reference thereto. I move that as a substitute. 

President Salisbury—Of course it is not necessary to discuss the 
resolutions as offered to you. 





LEE M. HUTCHINS 
Hazeltine & Perkins Drug Co., Grand Rapids, Mich. 
Chairman, Federal Incorporation Law Committee 


Mr. Hamburger—What I intended to have done was that the matter 
be referred to the incoming committee. 

President Salisbury—The question is on the reference to these 
resolutions to the incoming Committee on Bankruptcy Law. 

Unanimously carried and so referred. 

W. T. Johnston, chairman of the Entertainment Committee—Gen- 
tlemen, this will probably be the last time you will have an opportunity 
of looking at the Entertainment Committee. (Great laughter.) 
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President Salisbury—Where will you be tonight? (Laughter.) 
Mr. Johnston—Where I cannot be seen. If we never meet you any 
more in this world, we shall meet you next year—where? 

I must apologize for being a little late this morning. I am a great 
stickler for being on time. I like everybody to be right there on the 
minute. I said to my boy this morning: “Willie, get up.. Don’t you 
know the early bird gets the worm?” He replied: “That’s all right, but 
the peaches go down town on the eight o’clock car.” (Great laughter.) 

I was detained by a poor lady who called at our house this morning 
and said that she was a flood sufferer. You probably know we had a 
great flood here in April, and she said: “I am in very bad circum- 
stances and I am seeking aid. I am the mother of nine children.” I 
said: “My good woman, you were here about two months before the 
flood and you told me you were the mother of six children.” “I know,” 
she said, “but the flood has turned everything upside down, and has 
turned the six upside down, so I have nine.” (Laughter and applause.) 

On behalf of the Entertainment Committee I’ want to thank you for 
the attention you have paid us and we want to thank you for taking our 
shows and for the good words you have given us. Even if you do not 
mean them we enjoy them just as much. (Great applause.) 





President Salisbury—It affords me a great pleasure to announce the 
next order of business. We have heard a great many times from our 
old friend from St. Louis. We will never tire of hearing him and of 
him. We now want to hear from George R. Barclay, of St. Louis, who 
speaks to us on “Order Versus Chaos,’ (Long-continued applause.) 


Order Versus Chaos 
Appress sy Georce R. Barcray, St. Louis, Mo.. 


I thank you very much, but I am under the impression that there is 
some false notion in your mind. I sailed on the platform in the wake of 
ex-presidents and secretaries, and therefore I suppose I am getting not 
what I should have coming to me. (Laughter.) 

You will notice on your program that our genial friend has allowed 
me an hour and twenty minutes in which to deliver this little talk; but 
I am not going to avail myself of that privilege, although ‘it is my right. 
The secretary has got me down here as delivering a talk on “Order 
Versus Chaos,” whereas when he asked me to prepare a paper it was 
on the subject of “Bankruptcy or Insolvency Laws,” and that is the title 
I prefer. Speaking about the different titles to this paper reminds me 
of a story that a young bishop, recently ordained, told a company of 
gentlemen. He said that after graduating from the theological school 
he was called to a parish and prepared his first sermon. You-can well 
imagine that that was something to cause him great thought and require 
much time, and he put in his best efforts. His good mother had always 
been his confidant and adviser, and before delivering the sermon he 
passed the papers to her and asked for her criticism. She read the ser- 
mon carefully and returned it to him, saying: “My son, that is a very 
good sermon, but. I- think most any text in the Bible would suit it.” 
(Laughter. ) ; 7 | 

I was not invited to speak on this occasion as an orator but as one 
who has occupied a credit desk for twenty-seven consecutive years and 
felt the thrill incident to putting “O. K.” on orders expressed in many 
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figures. I shall not reach conclusions by making deductions from theo- 
ries but shall give you results based on facts within my knowledge. 

The federal constitution originally contained, and still contains, a 
provision, as follows: 


Article 1, Sec. 8. “The Congress shall have power . . . to estab- 
lish . . . uniform laws on the subject of bankruptcies throughout 
the United States.” 

Congress first legislated under the above authority in 1800. The 
act then passed was repealed after being in force three years. 

In 1841, Congress again enacted a bankruptcy law which was repealed 
two years later. 

In 1867, Congress enacted for the third time and in turn repealed 
the law in 1868. 

In 1898, Congress enacted the law which is now in force. 

The provision of the constitution, as above, gave to Congress juris- 
diction of this subject and hence when there is a national bankruptcy 
law in force supersedes all state bankruptcy or insolvency laws; but 
when there is no such national law in force it is competent for the states 
to enact laws upon that subject. 

An examination of the first three laws as above disclosed the reason 
why they should have been repealed—that is, they were grossly imperfect 
and were permissive of every form of wrongdoing by all classes. 

If any one of the laws as above had been properly amended, instead 
of being repealed, it would have been continued on the statute books 
for the benefit of all honest men and hence would not have had any 
successor. If there are those who feel that their rights are not ade- 
quately protected under the present law their remedy is by amendment 
instead of repeal. 

The best people of the world have from time immemorial had 
laws upon the subject of bankruptcy or insolvency. China, prior 
to the recent revolution, did not have a bankruptcy or insolvency law. 
Possibly one or two of the minor nations of the earth did not have 
such laws, but England, Germany, France and the other great 
countries all have them. When containing the proper provisions and 
properly administered they are the shield of the honest debtor and 
the safeguard of the honest creditor; they make credit more secure 
than it otherwise would be and hence redound to the benefit of the 
honest debtor and the honest creditor in every respect. 

It is impossible to do business either in a small or large way 
without having laws for the defining and enforcing of the rights of 
the parties thereto. It ought to be just as easy to secure the enact- 
ment of good laws as bad ones. , 

Bankruptcy laws are based primarily on the Golden Rule and on 
that principle should our commerce be founded. Dispensers of credit 
must have confidence in the integrity and ability of their customers 
and also know that they are protected by the law in case of failure, 
from whatever cause this is brought about. Without the feeling of 
security which the law gives, especially as to preferences, the com- 
merce of this great country would be restricted in no small degree 
and we would soon find our business waning and money going into 
other channels than that of trade. 

To secure the repeal of the national bankruptcy law with the 
expectation of there being enacted insolvency laws in every sta‘e 
which on the whole would be as effective in the protection of the 
rights and interests of debtors and creditors as the present national 
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law, would be certain to result in great disappointment and enormous 
financial loss. It would be quite as feasible to undertake to improve 
the commerce of the country by repealing the one interstate com- 
merce law and substituting therefor forty-eight state commerce laws 
with the result of change in the rights of those engaged in interstate 
commerce at the crossing of every state line. 

In this country we can have one uniform national law, as at 
present, or in the absence of such a law we can have the’ different 
kinds of bankruptcy or insglvency laws covering the same subject in 
‘very one of the forty-eight states. Those of you who do business 
in different states, will think not only of the forty-eight different 
laws but the amendments which would be made to them by the 
legislatures from year to year and the multifarious constructions 
placed upon them by the state courts. 

No honest man who desires credit for a legitimate purpose, or 
who is so situated as to give credit, can reasonably hesitate a moment 
in deciding whether he desires the one national uniform law or forty- 
eight diverse state laws. 

There is no class of men who are interested in having the many 
laws in preference to the one law; but it is quite possible that a 


part, a small part, of one class of men would choose the many rather. 


than the one law and that is a very small part of the legal profes- 
sion; who look upon business men as their prey and do not consider 
it the duty and pleasure of the legal profession to keep business men 
out of difficulties. 

Prior to the enactment of the present law the laws of the states 
were imperfect and in many of them they were so notoriously inade- 
quate that they impaired the credit of the business men of those 
states and made the extending of credit to them so hazardous that 
the profits charged upon goods and the rate of interest upon money 
were abnormally high. 

After the repeal of the national bankruptcy law of 1867 all of 
the states passed bankruptcy or insolvency laws, which, in many, if 
not all of the states, allowed preferences; this feature of the law was 
seldom if every overlooked by merchants making assignments. In 
some states the debtor could under the law, make an assignment to 
a friend or a relative, preferring his creditors, classifying them under 
the assignment laws according to alphabet, A. B. C., etc., the creditor 
who was fortunate enough to be in class,A would sometimes receive 
from seventy-five cents to one hundred cents on their claim, class B 
fifty to seventy-five cents and so on down the line to the last preferred 
creditor who would receive what was left and if only fifteen cents 
or twenty cents on the dollar he must accept and release the debtor 
from any further liability. If the creditor were unwilling to accept 
the settlement and undertook to fight the case he would find that 
the state courts from the justice of the peace to the supreme court 
of the state would rule against him and uphold the constitutionality 
of the state law. There was absolutely no way of getting justice and 
you must aecept these conditions or withdraw your business from 
those states whose assignment laws were inequitable and contrary 
to justice. 

After the repeal of the last bankruptcy law there was indeed a 
very serious condition of affairs and it seemed absolutely necessary 
for the perpetuation of the growth of our commercial enterprises 
that something be done and at the earliest possible moment. The 
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men of affairs—merchants and manufacturers and creditors and 
debtors of all classes—who had given this matter deliberate and 
conscientious thought, reached the conclusion that it would be abso- 
lutely necessary to enact such laws as would prevent preferences and 
be applicable to the entire country, in other words, a federal law. 

The result of conditions under state laws was such that a great 
many large wholesale establishments withdrew their agents from 
many of the states and refused to accept their business. It is easy 
to be seen that this action was detrimental to the best interests of 
both creditors and debtors of all degrees. 

The old saying, “It’s a poor law that does not work both ways,” is 
not applicable in the cases cited since such state laws only worked one 
way and that is detrimental to all interests, save one, namely, the dis- 
honest man. 

Let me tell you of an incident that bears directly upon what I have 
just said concerning the withdrawal of representative houses from cer- 
tain states and the consequent interference with competition, which is 
accepted as being absolutely necessary to the life of trade. Some time 
prior to 1898 it was my good fortune to meet a gentleman occupying an 
official position with one of the largest and best known houses in the 
United States, one whosé business extended into every state in the 
Union ; inasmuch as both of us were directly connected with the credit 
end of our concerns, conversation naturally drifted to that subject. He 
asked me if my house did business in a certain state and when I told him 
it did, he said, “Well, our house has called in all of our representatives and 
will not extend credit to the extent of one dollar in that state, until it 
either amend its laws or a national bankruptcy law is enacted, such as will 
at least give us a fighting chance to collect our accounts. Our last ex- 
perience in that state was the straw that broke the camel’s back and 
immediately we reached our conclusion to withdraw entirely from the 
state in question.. Through one of our agents we received a nice order 
for staple and fancy goods-amounting to several thousand dollars; all 
information we could gather was favorable and the order was accepted 
and in due course shipped. Our regular terms are sixty days with the 
usual discount privilege. Before the bill reached maturity we received 
a wire from the debtor saying; ‘We have this day made an assignment 
for the benefit of creditors, you are preferred Class F.’ We were not 
altogether clear as to the meaning of our preference in class F and referred 
the matter to our attorney, who in answer to our query, “What do they 
mean by class F,’ said, “Gentlemen, the only answer I can make is that 
in all probabilities there is no class G.’” Only a small percentage of the 
debt was-paid and investigation disclosed that the class A creditors who 
were relatives and friends, received one hundred cents on thé dollar 
and the other: creditors up near the head of the class also received a fair 
dividend, : Conditions like this existed in many states. 


The ‘men dispensing credit prior to 1898 certainly had more than 
their share of trouble to contend with and with very few exceptions were 
in favor of a national law for it would-.at least prevent preferences. 

Prior to the enactment of the present uniform law by Congress, 
as provided in the federal constitution at the time of its adoption, bed- 
lam prevailed in the commercial world in respect to the collection of 
debts and the obtaining and granting of credit and the transactions had 
pursuant thereto. Those of this Association who were in business at 
that time will recall long series of experiences which were harassing to 
all parties concerned and expensive to the consumers and retailers upon 


682 


wa Lf fr -— &® & = OS wee Re 6) Oe 


> J OC = OP ms st KF he 











whom the great burden of expense eventually fell. Not only states. but 
certain localities were picked out to be shunned. 

There was one great house in the country.which had the reputation 
of avoiding losses by proceedings, as follows: °' 

If a customer doing a large enough business, to be worth while, 
became slow in payment it sent a confidential man to the house who, in 
effect, took charge of it; if after an investigation he concluded that it 
could not be put-on a prompt paying basis he would cause the’ house to 
buy the new goods needed by it from nearby wholesalers and:manu- 
facturers and would stock the house up good and strong and then would 
advise it to go into bankruptcy under the state law with the concern he 
represented as a preferred creditor for its full amount. The attempt to 
commit an outrage as above under the present law would cause an 
equitable distribution of the assets of the house in failing circumstances, 
without preferences, and with the possibility of the serving of a prison 
term by some of those attempting to perpetrate the fraud. 

It took fourteen years of good, conscientious, persistent work on 
the part of equity loving people of this country to secure the passage 
of the present bankruptcy law which has now been in force fifteen 
years. 

The man who by his devotion to this subject ineaiioa the foremost 
exponent of the cause was Judge Ray L. Torrey, then a member of 
the St. Louis bar. He was made president of the first national con- 
vention of the representatives of the commercial bodies, which was held 
in Washington in 1884. That convention endorsed a bill which had 
been drawn by Judge Lowell of Massachusetts; it was afterwards de- 
feated in Congress. Subsequently the Associated Wholesale Grocers 
of St. Louis called a national convention, which was held in ‘that city 
and adjourned to meet in Minneapolis. At both of these sessions Judge 
Torrey presided. A bill which he had drafted was considered by both 
sessions and was finally adopted in Minneapolis and in his honor named 
the Torrey Bankruptcy Bill. 

The Minneapolis convention confided the work of securing the 
passage of the Torrey Bankruptcy Bill and the perfection of the national 
organization to five men, namely, Messrs. Wm. E. aa Peter 
Nicholson, Ferdinand W. Risque, Sang Ittner and John A. Lee, all 
of St. Louis. 

This committee extended the organization to all parts of the coun- 
try and as perfected it was composed of men who battled for the right 
and were not actuated by selfish motives; they were fearless and broad- 
minded and had the best interests of their country at heart and desired 
to see our commerce founded on the rock of right where it would rest 
secure from the onslaughts of fraudulent debtors and fraudulent cred- 
itors. 

Every Credit Men’s Association in the country except one endorsed 
this bill; some of the most prominent of their members were members 
of the body having the bill directly in charge, 

(Judge Torrey was and is my friend.) .. 

The bill was the embodiment of the methods of the doing of heat 
ness by this Association; it always had our endorsement before enact- 
ment and has had our support since it became a law. 

The demand of the organization promoting the Torrey bill. was 
not that the bill should be endorsed irrespective of its merits, but that 
it be considered on its merits and unless found satisfactory, sugges- 
tions for its betterment should be made; in other words, the champions 
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of this measure challenged the opposition and from time to time it was 
amended by its author to embody the best thought upon the subject, 
with the result that it became the best and most carefully prepared piece 
of legislation ever presented to Congress. The fact that amendments 
to it in the course of fourteen years have been slight bears testimony to 
the care with which it was prepared and from time to time amended to 
meet just criticisms which were made to it in the course -of the long 
struggle for its enactment. 

After the bill was passed by the house in 1898 and when it was 
considered in the senate, a substitute known as the Nelson bill was 
adopted. 

The conference committee between the house and senate upon the 
subject submitted to the two bodies the bill as adopted by the house with 
nine amendments, not calculated to strengthen but to popularize the 
measure, and, as so amended, the bill was passed and has since been 
upon the statute books. 

This law does not contain a single provision of the Nelson bill, as 
that measure was not comprehensive of the subject and was not wisely 
conceived nor carefully drafted. 

The effect of having an equitable and wisely conceived law upon 
the subject of bankruptcy upon the statute books is of very large im- 
portance; as an illustration I cite the fact that at the time of the last 
panic the banks of the country practically suspended payment but did 
not close their doors nor quit business. This result was possible be- 
cause of the stability given to credit by the existence upon the statute 
books of this law to prevent preferences and to enforce the rules of 
equity between debtors and creditors. Except for this law there would 
have heen the greatest financial crash ever known to the country. 

It is certainly a proud showing for this and other bodies advo- 
cating the enactment of the present law and for the individuals who 
labored industriously for it to realize that the fruits of their labors 
were so great as they were proved to be in 1907. 

It was deemed expedient, in fact, absolutely necessary, by the 
friends of the Torrey bankruptcy bill to secure the endorsement of the 
National Association of Credit Men. 

Our Association had been organized in 1896 for the purpose of 
assisting as best it could every effort toward the uplift of business 
methods. The preamble of the constitution leaves no doubt as to what 
the founders hoped to accomplish—let me read it to you; although it 
was adopted seventeen years ago, it .is still the guiding star of our 
Association and as long as we live up to its spirit and letter, just so 
long will we maintain our high position in the world of commerce as 
the foremost commercial body in the country. It is as follows: 


ARTICLE II. 
OBJECTS. 

“This Association is organized for protective and educational pur 
peses ; to promote and combine the intelligence and influence of membe’s 
for protection against imposition, injustice and fraud; to agitate an: 
effect changes in the collection and bankruptcy laws. of the various states 
and the. United States to the end of the uniformity of statutes and pr°- 
tection of creditors against abuses now prevalent; to bring about mutual 
improvements, greater similarity and certainty in business customs ad 
usages of trade, and to establish closer ties of business association to t.1¢ 
end that the welfare of all may be the more highly conserved.” 
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A careful consideration of this preamble is conclusive evidence that 
conditions prevailing at that time (1896) were very deplorable regard- 
ing commercial matters, and the men who wrote this article of the con- 
stitution for the governance of the National Association of Credit Men 
were practical business men, manufacturers, merchants and financiers— 
there was no sentiment nor theory as to their conclusions—it was in 
reality a “condition that confronted them.” It seemed absolutely neces- 
sary to the life of the commercial industries of the country that some- 
thing be done to discourage fraud in mercantile transactions and the 
adoption of such laws as would provide for the punishment of the 
guilty; such a law, it was thought, would have, at least, a deterrent 
e'fect on that class who are evil at heart but who obey the law from the 
sense of fear rather than principle. No law will make a man honest, 
yet it will often, from the fear of punishment, prevent a criminal act. 

The predominant idea in the minds of the founders of the National 
Association of Credit Men was to lessen losses, which were then very 
large, through dishonest failures and practices, and to secure to both 
creditors and debtors their rights. 

In June, 1897, at the second annual convention of the National 
Association of Credit Men, held in Kansas City, it was deemed wise 
and expedient to discuss bankruptcy or insolvency laws and adopt reso- 
lutions indicating our desire for such legislation. 

The members of the St. Louis delegation were very anxious to 
have the Torrey Bankruptcy Bill endorsed by the National Association 
and went to the convention prepared to do their full duty and they did 
it as the results showed. We had Judge Torrey with us, as we realized 
we would find some opposition. We wanted to be prepared to answer 
all questions from the other side and give them a full measure of satis- 
faction; if there was a question asked that was not answered promptly 
and fully I do not recall it. I feel safe in saying the opposition was, 
in many instances, convinced against its will as our arguments were 
tco strong for them. One of the strongest men on the negative side 
of the question was our friend, the late lamented John Field. He came 
on from Philadelphia to make a speech at the convention and when he 
found that the bankruptcy bill was to be discussed he asked permission 
of the chairman to be allowed to make answer to Judge Torrey. 

Those of you who remember Mr. Field know that he was a strong 
man well versed in matters commercial, a convincing talker and one 
who had the courage of his convictions. 

The debate between Mr. Field and Judge Torrey was spirited and 
every possible point pro and con was covered. Notwithstanding the excite- 
ment and feeling engendered there were no personalities indulged in, as 
these men were too big to do or say anything to destroy their equanimity, 
which made the debate all the more impressive and interesting. 

After the argument was finished chaos reigned; the members who 
were on the negative side of the question were quite well posted on 
parliamentary law, and used all of their knowledge and noise to 
prevent the adoption of the resolution favoring the Torrey bankruptcy 
measure; the convention was at fever heat and the president, H. W. 
Preston finding it impossible to maintain order vacated the chair 
and the vice-president of the Association, our late friend Michael 
E. Bannin, of New York, assumed the duties of the chairman but 
he was succeeded by W. A. Prendergast before order was restored. 
The resolution favoring the Torrey bill was carried by a safe majority 
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and the National Association of Credit Mén was on record and the 
friends of the bill had gained a well earned and decisive victory. 

The action of this body placed it in line of the best thought in 
the country as that measure was endorsed by large and small com- 
mercial bodies in every state of the Union. 

The only feature that cast a gloom on the memorable event was 
the withdrawal from the national body of one of the local associations 
which opposed bankruptcy legislation, which association, I am glad 
to say, came back into the fold a few years later, probably after it 
had a little experience under the act of 1808. 

Since the National Association made its declaration regarding 
bankruptcy legislation it has consistently supported the measure, 
and has been a large factor in securing desirable amendments—its 
representatives having appeared before the congressional committee 
in the presentation of facts and arguments which left ‘no doubt in 
the mind of any member of the committee as to the position held 
by the National*Association of Credit Men regarding this law. 

The success of our past efforts is a matter of history and we are 
still at work and hope to add still further amendments to the original 
act, so that in course of time we shall have a statute that will meet all 
the requirements of both the debtor and creditor classes. 

When one stops to consider the very unsatisfactory conditions that 
existed prior to the act of 1898 there is no doubt in his mind as to 
the value of the present law. 

Under the old regime the credit men found a different code in 
every state, most of them inequitable. I had almost said iniquitious, 
but I am glad I did not, as the past is only a matter of history and 
should not be brought up for discussion if it is going to interfere in 
any way with the peace of mind the credit man enjoys under present 
conditions. 

The credit men who were passing on orders during the old regime. 
that is, prior to the enactment of the bankruptcy law of 1898, and whose 
recollection of those distressing times I am sure is as vivid as my own, 
will agree with me when I say that one experience of this kind leaves 
an impression on one’s memory like the blood stain on Lady Macbeth’s 
hands; it will not out. I sincerely hope that this great Association will 
stand firm to its original declaration, and use all the influence it may 
possess toward the continuance and betterment by amendment of the 
bankruptcy act now among the statutes. 

To repeal the present law and return to the chaotic, diverse bank- 
ruptcy or insolvency laws would be to move backward and invite criti- 
cism from .the countries of the world. 

It was’ my ’privilege to serve’as a member of the first standing 
con.inittee on“‘bankruptcy law and legislation appointed by President 
Fessenden ins1906. We made our report in 1907 at the Chicago con- 
vention, offering a set of resolutions which, to my mind, are applicable 
to the present time, and, asking your further indulgence, I am going 
to read them. , They are as follows: 


“Wuereas, The act commonly known as the bankruptcy act has 
now been in force for the period of nearly nine years, during which 
time this Association has watched with great care its operation and 
administration throughout the entire country, and through its officers 
has made careful study of the decisions of the courts and the ‘actions 


of the referee in its application and of the benefit accruing therefrom, 
and ; 
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“Wuereas, After such careful study, and a comparison of the 
present conditions in the commercial world with those formerly exist- 
ing under similar laws, it is the sense of the Association that the pres- 


ent law, while not entirely perfect, is of great advantage to the busi- 
ness world generally, now be it 


“Resolved, That this Association does unqualifiedly signify its ap- 


proval of the present bankruptcy act as the best law yet obtained; and 
be it further 


“Resolved, That this Association pledges its influence and support 
to any movement that may be undertaken by any body, commercial or 
otherwise, for the improvement of said law by amendment or for the 
improvement of the administration thereof; and be it further 


“Resolved, That the officers of this Association be authorized and 
empowered, for and on behalf of the Association, to combat any move- 


ment that may be undertaken for the repeal or the abolition of the 
present bankruptcy act.” 


The convention minutes show that these resolutions were unani- 
mously carried, and this incident is now a matter of history. 

In further evidence of how these resolutions were regarded by the 
convention, a motion was made by S. F. Miller, of Baltimore, not a 
member of the corhmittee, by the way, asking that copies of this report 
and resolutions be printed and one forwarded to each senator and con- 
gressman of the United States. That motion was unanimously carried. 

The opposition to the enactment of the Torrey bankruptcy bill was 
mainly conducted by a few great houses with extensive trade relations 
in many of the states. They had large and perfectly organized legal 
departments and through them secured preferences by levying attach- 
ments, and in all cases sought to take advantage of their fellow creditors 
and, irrespective of the effect upon the debtor, one to secure the 
collection of the amounts due them. 

Sensible men do not need to be told that certainty of being able 
to collect for amounts due is the basis of extending credit, and that 
uncertainty with regard to collections curtails credit. 

There never was a truer saying than “Honesty is the best policy.” 
| think the stupidest man on earth was the legislator who thought that 
by passing bankruptcy or insolvency laws permissive of fraud he was 
doing the people service. Let me illustrate. It is fundamental to the 
honest business man that he must sell his goods for what he paid for 
them plus his cost of doing busines and a reasonable profit. It follows, 
as night follows day, that if in a given state, laws are permissive of 
wrong-doing the conducting of business in that state becomes, to that 
extent, hazardous and he must, therefore, add the cost of doing a 
hazardous business to the prices of his goods. Upon whom, therefore, 
dees the financial effect of the bad law fall? Not upon the creditor, 
because he fixes the price of his goods and adds therein his anticipated 
loss and collects them in advance. It, therefore, must be the debtor 
and eventually the consumers who pay for the folly of the legislator 
who assists in the enactment of the bad law. 

Let me suppose a case in which the enactment of laws permis- 
sive of wrong-doing actually benefits dishonest people. What is the 
proportion between honest and dishonest men? My estimate is that 
ninety-five per centum of the men engaged in business are absolutely 
honest and that the rascals do not exceed the other five per centum. It 
therefore follows that the unscrupulous legislator who imagines in pass- 
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ing bad laws he is acting for the benefit of the people is only serving 
approximately five per centum of them and is placing additional burdens 
on all of the rest for the benefit of the five per centum. 

I feel quite sure that the membership now in convention assembled, 
as well as at large, hold firmly to their former views as to the desirability 
of bankruptcy legislation and in this show their loyalty to our Asso- 
ciation and its traditions. 

I am convinced beyond the preadventure of a doubt that the United 
States of America will never again be without a bankruptcy law 
as one of its statutes. We are a world power in every sense of the word 
and especially in commercial and financial lines. We are looked up to 
by the smaller countries as being the highest type of everything that 
goes to make up a great nation and above all things must be worthy 
of the confidence of all people throughout the world. To sustain and 
merit to the highest degree a continuance of the esteem and confidence 
of all we must be governed by laws, that are based upon truth and equity, 
giving every man an equal chance which is his right under our national 
constitution; at the same time using all of our power and influence to 
punish those who transgress our laws. I thank you for your kindness. 
(Long continued applause. ) 

E. F. Sheffey, Lynchburg—I would like to offer this vedieion: 


“Resolved, That this convention has heard with profound pleasure 
the very able and illuminating address on “Bankruptcy Versus Insolvency” 
made by our friend from St. Louis, and desiring that others who are not 
here may have the benefit of this discussion and paper, instruct the secre- 
tary-treasurer of the National Association of Credit Men to have printed 
a sufficient number of copies to supply all possible demand therefor.” 


And let me say that it has been said by a great man, that the genius 
of enacting laws is to enact laws that will make it easy to do right and 
hard to do wrong. There may not be an insidious lobby in Washington 
undertaking to repeal the national bankruptcy law, but a great man 
once said that eternal vigilance was the price of liberty. I believe that 
this bankruptcy law in the commercial world is as great a help to us 
as fire insurance. The credit man can retire to rest at night under the 
protection of these twin brothers, fire insurance and the national bank- 
ruptcy law, draw the drapery of his couch about :him and lie down to 
pleasant dreams, so long as they are maintained; but if they are de- 
stroyed you will have many a sleepless night. Equali: y and fraternity 
are the watchwords of this Association. The bankruptcy law tends to 
that end; and we must educate and edttcate if we are to continue the law; 
and this paper will educate our people. 

Motion made to adopt Mr. Sheffey’s resolution was then duly 
seconded. 

Mr. Sheffey—This address is important enough for this conven- 
tion to say “print it.” 

Motion unanimously carried adopting the resolution. 


President Salisbury—My recollection carries me back to that meet- 
ing in Kansas City, referred to by Mr. Barclay, and in order that you 
may feel comfortable and feel how much you can enjoy our sessiors 
here, let me tell you that the temperature on the day that this gre:t 
bankruptcy question was being considered. was nearer 100 than it has been 
at any time since we opened our sessions. 

We will next hear the report of special committees. 
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In the absence of M. G. Kellogg, chairman of the Committee on 
Uniform Exemption Laws, the report and resolutions offered will be 
read by the secretary. 


Secretary Tregoe—lI trust that you will all read this report care- 


fully, because I believe it suggests something very pertinent and very 
helpful. 


Report of Committee on Uniform State Exemption Laws 


To the Officers and Members of the National Association of Credit Men. 


Your Committee on Uniform State Exemptions desires to record 
its conviction that the title of the committee does not properly indicate 
the direction of its work, and it will therefore be suggested in an appro- 
priate resolution that its title be changed to read “Special Committee 
on the Amendment of State Exemption Laws.” 

Your committee fully agrees with the conclusions presented in the 
annual report of the committee of last year that there is no promise 
through any reasonable or perhaps possible effort for immediately bring- 
ing the exemption laws of the various states into unanimity. A careful 
study of the diverging, and in some directions, antiquated exemption 
laws of the states will support this conclusion, and in the judgment of 
your committee there is more promise for effectual work in this depart- 
ment if effort is made to amend unfair and unreasonable exemption 
laws, than if attention is directed to securing uniformity. 

Your committee sincerely believes that the time is ripe for strength- 
ening the business conscience against unfair and unreasonable exemption 
!aws such as exist in the constitution or statutes of some of the states, 
imposing as they do burdens which are keenly felt in the administra- 
tion of insolvent and bankrupt estates. 

Not only is the unfairness of these laws felt at the period of insol- 
vency and bankruptcy administration, but they are frequently availed of 
by unprincipled debtors whose stocks of merchandise are exempt, and who 
shield themselves under a defense of the state exemptions against the pay- 
ment of honestly contracted debts, either upon direct motion or through 
the intermediary of an attorney. Such results were not of course antici- 
pated when exemptions were written into the law of our states. They 
were primarily intended as a defense of the weak, and our conclusions 
have every warrant that a campaign for the awakening of a strong con- 
science against unreasonable and unfair exemption laws should be pro 
moted by the National Association of Credit Men through its Special 
Committee on the Amendment of State Exemption Laws. 

A campaign such as we contemplate will be recognized as a large 
task, one that will require some money and patient, persistent endeavor 
for in some sections of our country there has been instilled into the minds 
of the people the notion that the exemption laws are a part of the human 
heritage, and that any effort to invade them is a transgression of per- 
sonal rights. This point of view largely dominates the uncommercial 
classes, but it is a point of view that must be considered when promoting 
a campaign of exemption reform. 

Your committee recommends that in entering upon this work 
those states be selected which are most unfair and unreasonable in their 
exemptions, and there must also be taken into consideration this fact, 
that exemption allowances are in some states a constitutional matter, and 
change can be brought about only through a constitutional amendment. 
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_ We consider it not necessary to elaborate upon these arguments. 
It is our confidence that you who are in attendance upon this convention 
will appreciate the gravity of the situation in some of the states, the 
amount of dishonesty shielded by over liberal exemption laws, and that 
the situation calls for aggressive reform work. 

Your committee begs to tender the following resolutions: 


I 
“Resolved, That hereafter the special committee authorized to study 


and seek the reform of state exemption laws shall be designated as the 
Special Committee on the Amendment of State Exemption Laws. 


II 


“Resolved, That the National Association of Credit Men, through 
its Special Committee on the Amendment of State Exemption Laws, 
be urged to undertake a campaign for the reform of exemption laws in 
those states where they are most unfair and unreasonable. 


III 


“Resolved, That in the promotion of such reform the members of 
the National Association of Credit Men in those states where amend- 
ments will first be sought, be petitioned for support and a strong senti- 
ment locally developed for the substitution of reason and fairness for 
unreason and unfairness in the exemption statutes. 


Respectfully submitted, 
M. C. KeEtiocc, Chairman. 


Adolph Landauer, of Milwaukee—I move the adoption of the reso- 
lutions. 
Seconded by F. C. Wasserman, of Portland, Ore. 
Unanimously carried. 


President Salisbury—The next special committee is that on Com- 

mercial Ethics, by Charles Biggs, chairman, New York. (Great ap- 
lause. fas 

Mi Biggs—At the convention held a year ago in Boston, an address 
was read by Julius Henry Cohen, chairman of a committee created by the 
National Law League, for the purpose of formulating a code of ethics to 
govern commercial lawyers, which was,to be acted upon at the: July meet- 
ing of last year, at Colorado Springs. Mr. Cohen read his address and as 
an outcome of that address a resolution was passed for the creation of a 
committee of this Association for the purpose of formulating a code of 
commercial ethics, nothing of the kind having heretofore been attempted 
or being of record. Of course, right has been right and wrong has been 
wrong from the beginning of the world until the present time. We at 
any rate are governed by the commandments handed down on Mt. Sinai 
to Moses, and if those commandments were lived up to absolutely there 
would be no necessity for talking about any commercial ethics; but as a 
matter of cold fact we know very well, all of us, what is right in business 
or otherwise, but customs and careless methods grow into use, and we 
become indifferent somewhat to the rights of our neighbors. Many 
instances have been given by speakers before this audience, touching upon 
what might be called the little matters that are neglected, taking advan- 
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tage in the settlement of an account, making a remittance-in which 1 per 
cent. or a quarter of a per cent. is taken off, which the man whd does so 
knows is unjust; but he thinks it will go and other people have done it, 
and it is not very much upon his conscience in doing it. There are num- 
bers of matters of that kind, such as the acceptance of a commission 
from an attorney employed. I might spend some time in enumerating 
the number of practices that have gradualy grown up and are winked 
at. Cancellations that are unjust are often made. We must set our faces 
against those things. We are not going to make any change in the 
formulation of commercial ethics. I am not of the mind of the gentle- 
man who spoke yesterday, that we were going to make what ‘was wrong 
right. We have fallen sometimes into errors, and it is well to bring us 
down to the cold facts of what is not to be done. The committee feels 
that the subject-is.an important one; that it is not.an easy matter to write 
out a code of ethics to submit to this Association and expect the Associa- 
tion to be satisfied with it. I may say that the committée has been deeply 
indebted to Mr. Tregoe, for some members of the committee have not 
been able to take part in the correspondence to the extent that ought to 
have been done; but every association has been corresponded with, and the 
outcome of it is the formulation of four propositions looking towards the 
creation of a code of commercial ethics; and I will now read the brief 
report of the committee, if you will give me your attention. 

































































PORN Y ARETE ONL CINE FE ET SERENE EES 


i i ake) Ae nai 








gi cadets 





Report of Committee on Commercial Ethics 


To the Officers and Members of the National Association of Credit Men. 


Your Committee on Commercial Ethics has had tofeel its way this 
year, for there were’no guide posts to direct it, merely the presencé& of ~~ 
situations in trading relations which ought to be corrected, situations: 
such as all feel will be corrected when business men recognize the com-:* | 
pensation attached to’tle observance of honorable and fair practices in 
the conduct of their bysiness..” as 

Your committee was unable even faintly to calculate the depth of:e¥" 
impression made upon commercial life through its efforts, but, inthe .4 
enunciation of certain primary and necessary principles and the irsgira-_ 
tion they gave to speakers at:meetings, we are led to belfeve that’ sortie- ° 
thing was accomplished, and a pioneer movement set on?foot for a oe 4 
certed and much needed awakening of the “commercial tonscience,” + 

Your committee is under many obligations to Julius Henry Coen, 
Esq., of New York, for assistance in defining, pregering” and preseir@ing 
the work of the committee. poet et 

Your committee prepared and presented through issues of the Bul-~ |. 
letin, four “Canons of Commercial Ethics,” as follows: . 




































































First: It is improper for a business man to’ participate with a 
lawyer in the doing of an act that would be improper and unprofes- 
sional for the lawyer to do. 














Second: It undermines the integrity of business for business 
men to support lawyers who indulge in unprofessional practices. The 
lawyer who will do wrong. things for one business man injures all 
business men. He not only injures his profession, but he‘is a menace 
to the business community. 




















‘Third: To punish and expose the guilty is one thing; to help 
the unfortunate but innocent debtor to rise is another; but both duties 
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are equally important, for both duties make for a higher moral stand- 
ard of action on the part of business men. 


Fourth: In times of trouble the unfortunate business man has 
the right to appeal to his fellow business men for advice and assist- 
ance. Selfish interests must be subordinated in such cases, and all 
must give their co-operation and help. If the debtor’s assets are to 
be administered, all creditors must join in co-operating to that end. 
To fail in such a case is to fall below the best standards of commercial 
and association ethics. 


These canons directly touch certain existing evils in the relationships 
of business men with their attorneys and one another. They are merely 


CHARLES BIGGS 
New York, N. Y. 
Chairman, Committee on Commercial Ethics 


an educational propaganda, but our Association can well afford to keep 
them prominently before the membership and supplement them as suc- 
ceeding committees may determine. 

Our best efforts as an Association are to be exerted to win business 
men to.a loyalty of higher ideals in their business relationships. This is 
fundamental. : 
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Believing its work should' be continued, your committee begs to 
offer the following resolutions: 


I 


“Resolved, By the National Association of Credit Men that the 
effort to awaken a sound commercial conscience through a definite pro- 
gram such as the Committee on Commercial Ethics stands for, will 
tend to save much of the existing waste in business and lead busi- 
ness men into more honorable and straightforward relationships with 
their attorneys and with one another. 


II. 


“Resolved, That the Special Committee on Commercial Ethics be 
continued.” 














































Respectfully submitted, 


FRANK M. GEtTrtys, 
GeorceE R. Barclay, 

J. L. McWuorter, 

R. W. Hicerns, | 
Cuas. Biccs, Chairman. 


Mr. Biggs—I move the adoption of the report and resolutions as 
read. Seconded by J. H. Kentnor, of St. Louis. 
Unanimously adopted. 


President Salisbury—The report of the Committee on Credit Edu- 
cation and Management will be received, F. J. Smith, chairman, Buf- 
falo, N. Y. 

Mr. Smith—At the convention in Boston a resolution was passed i 
for the appointment of a special Committee on Credit Education and 
Management, and the idea, in my estimation, was to give the subject 
thought rather than action. In conferring with the members of the 
committee they were induced to put into operation lecture courses under 
the auspices of the local Young Men’s Christian Association. Some 
of them conducted these courses under their own management. The 
results have been very productive. The first difficulty I find with 
which they had to contend was,a lack of books pertaining directly to 
the subject of credits. Many of the libraries did not have on file those 
few books that have been written. At Buffalo I found that there were 
only two books in our main library on our subject. In taking the mat- 
ter up the librarian very kindly consented to put on file all books per- 
taining to the subject if I would give them the names of the writers 
and the subjects; and through my efforts there were placed on file a 
few additional books. If there is no objection I will read the report 
as compiled. 


LORIE ET AL RE FETT 
; 2 Sigil inh as: geek 


tb wears Iedoe pe 


~ 


get e 
ee 


Report of Special Committee on Credit Education and 
Management 


To the Officers and Members of the National Association of Credit Men. 
Your Special Committee on Credit Education and Management was 
one of the new committees authorized by the Boston convention and 
hence had no compass to guide its work in directing the educational 
efforts of the association. 
Prior to the Boston convention it had been found that these classes 
under the auspices jointly of the affiliated branches of the National 
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Association of Credit Men and local Young Men’s Christian Associa- 
tions were greatly appreciated by those who took advantage of them. 
Consequently, it was felt that other local associations of credit men 
should be encouraged to promote similar classes. 

Your committee met with a ready. response to its suggestion to 
establish these courses in nearly or quite all-of the larger cities... Members 
of the association have been kept in touch with the movement through 
the BULLETIN and all reports reaching your committee indicate that the 
classes were well attended, that the students appreciated their privileges, 
that the education received was interesting and tended to bring about 
more accurate and conscientious credit. granting. 

Your committee has reached the conclusion that there is a real 
demand for more systematic work in the promulgation of credit ‘educa- 
tion, that we should now take steps to pass into a more advanced char- 
acter of study, what might properly be termed a secondary grade. By 
this we do not mean to indicate that the continuance of credit classes 
under the supervision of.the Young Men’s Christian Associations should 
not be encouraged; rather we would wish to have more classes organized 
during the coming year. It is apparent that the credit student is ripe 
for more scientific study and should be put in a position to undertake 
it under the supervision of the National Association of Credit Men and 
its local branches. : 

One of the disadvantages in scientific credit education is the lack 
of credit literature. There is practically no modern text-book on credits. 
The BULLETIN of the National Association of Credit Men is perhaps the 
most educative journal in its presentation of credits and their manage- 
ment. It seems to your committee to be necessary for the National 
Association to consider seriously the development of more technical 
literature upon credits and to give to this work its encouragement. 

We realize the difficulties of promulgating a secondary grade in 
credit education, but the work must begin and no opportunity should 
be lost in presenting the need of this new departure to our local associa- 
tions and in soliciting from them their co-operation to the furtherance 
of the work. 

Tentatively, your committee believes that classes should be organized 
under the immediate direction of local associations, with definite courses 
of study, and that one lecturer or instructor be looked to for a thorough 
course of expositions upon his subject instead of having him enunciate 
in one lecture the general principles upon which he bases his work as a 
result of long experience. One of the troubles with the courses as 
conducted ‘in connection with educational departments of Young Mens’ 
Christian Associations is that the work is done merely through lectures, 
many containing advanced ideas which are not thoroughly compre- 
hended by the young student. The course suggested would embrace the 
theory of economics, money, credit and its functions, and allied subjects 
which will give the student a clear idea of the natural laws that under- 
lie and control credits. 

‘ Your committee does not believe in presenting ‘such an advanced 
suggestion that it will seem to be proposing a thought that anticipates the 
future too much.. Not only will this education. be of value to the indi- 
vidual student but it will create a demand for commercial education 
which all the youth of the nation should have if we are to be saved 
from much of the discord brought about by hostility to honest commerce 
—hostility. which comes from unsound, thinking on commercial subjects. 

It may be feasible to organize in some of the local associations, 
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especially those having large numbers, an auxiliary class for the younger 
credit men for the definite purpose of debate and quiz as well as study, 
for it frequently occurs in public assemblages where open discussion is 
allowed that the younger student is fearful of giving voice to his thought 
in the presence of the older and more experienced men; an auxiliary 
of the younger men would allow freedom of expression and would culti- 
vate a fraternity which would become. increasingly valuable as the men 
fill more and more responsible positions. 


F. J. SMITH 
George Irish Paper Co., Buffalo, N. Y. 
Chairman, Committee on Credit Education and Management 


You can. appreciate that without compass or chart to guide your 
committee and with no precedents upon which to support arguments, 
these recommendations are created merely for your careful considera- 
tion and are submitted to secure your earnest and thoughtful assistance. 
And now your committee begs to offer the following resolutions : 


I 


“Resolved, That these lecture courses arranged by local Credit Men’s 
Associations in co-operation with local Young Men’s Christian Associa- 
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tions, be accorded every encouragement, and that the help of the Com- 
mittee on Credit Education and Management be extended to all associ2- 
tions which contemplate organizing such classes. 


II 


“Resolved, That the sincere thanks of the National Association of 
Credit Men be extended to those Young Men’s Christian Associations 
throughout the country which have manifested an interest in credit edu- 
cation, and have co-operated with our local Associations of Credit Men 
in promoting through credit classes, education upon credits and their 
management. , 

III 


“Resolved, That the Committee on Credit Education and Manage- 
ment be continued, and that it put forth its efforts persistently to creat- 
ing plans looking toward a more advanced course of study upon credits 
and their management than is permitted through lecture courses as now 
conducted.” 


Respectfully submitted, 


S. C. RocErs, 
W. H. Matruat, 
H. B. MErcatr, 
A. J. GAEHR, 

W. C. KENNEDy, 
A. J. SKINNER, 
E. E. Witcox 
Louis RoHDE, 
CHARLES KNorR, 
C. L. WHICHARD, 
F, J. Smita, Chairman. 


Mr. Smith—I move the adoption of the report and resolutions. 

C. E. Vandel, Kansas City—In seconding these resolutions I will say 
that I am in hearty accord with them. One of the greatest works in 
which credit men are engaged at the present time is instructing future 
generations in this great science. When Kansas City started its course, 
a course was outlined, and a credit man of the local association was 
assigned to a certain subject, and our text was Earling on “Whom to 
Trust.” We first took up the text and went over the list on the subject. 
In other words, we had the parliamentary debate, and all the salient 
points in the subject were taken up with the class, and a number of 
very interesting discussions took place in these classes; and after the 
classes a lecture was delivered, and at the end of the lecture further 
questions were asked of the lecturer, and great good was accomplished 
in these classes and can be accomplished throughout the large cities 
of the United States, wherever these classes are held. 

H. C. Workmaster, Pittsburgh—Regarding the first resolution, it 
would be inferred that the burden is placed on the Y. M. C. A. Do you 
realize that it is the only committee where the burden is placed eise- 
where than in our Association? I call your attention to the fact that 
great work can be done by debating the questions in the credit man’s 
sphere, and not merely by these talks which are suggested in this reso- 
lution; and therefore I offer the following amendment: 


“Resolved, That the National Association of Credit Men, through 
the Committee on Credit Education and Management, earnestly urge 
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the organization and promotion of educational classes of younger credit 
men, for the purposes of discussion, debate and lectures; and that it 
also afford every encouragement to local Y. M. C. A.’s in promoting 
similar work undertaken by them in organizing and operating such 
classes.” 

Kindly give one thought to the boys at home who are acting in the 
capacity of the watch dogs of our treasury in our absence, and give 


them the benefit. I earnestly urge the adoption of the amendment to 
the resglution as offered. 


Seconded. 


Secretary Tregoe—As I understand, Mr. Workmaster offers this 
resolution in substitution for Resolution I as offered by the committee. 

Mr. Workmaster—Yes. 

(The secretary read the resolution.) 

A. N. Ritz, Milwaukee—I move an amendment to this resolution 
that the words “any other association” be substituted for Y. M. C. A. 

E. F. Sheffey, Lynchburg—lI move that it read “the Y. M. C. A. and 
any other like organizations,” as a substitute. 

Secretary Tregoe—I call the attention of the convention to the 
reference in the report to the young credit student in the trade classes 
of the Y. M. C. A. The work of the Y. M. C. A., however, has not 
been confined to the young credit student, but any one who desires edu- 
cation along these lines may join the classes of the Y. M. C. A. 


President Salisbury—An amendment is offered that there be sub- 
stituted for the name Y. M. C. A. “any other association.” 

Mr. Ritz—The object I had was that we should not go on record 
as approving any one particular association to the exclusion of others. 
There are many in the same business of educating credit men, and it 
would be unfair to single out any one association for that purpose. 

J. S. Stewart, Kansas City—I wish to second the amendment to 
the amendment. 

Mr. Sheffey—I offered the substitute for the whole of that part 
of the amendment to the effect that it be so amended as to read “the 
Y. M. C. A. and any other like organizations.” The “Y. M. 
C. A.” have been put in by the committee because, as I understand, 
that is the only organization which has done this work systematically 
up to date. However, I think others should not be excluded, ard 
therefore I made the substitute which I did. 

Mr. Ritz—The object of my amendment was not to exclude educa- 
tional institutions giving similar instruction. 

F. H. McAdow, Chicago—I sincerely hope this convention will not 
go on record by passing anything unfriendly to the Young Men’s Chris- 
tian Associations of this country. (Great applause.) They have taken 
the initiative, and we who have worked with them could have accom- 
plished very little if we had not had their assistance in our home 
cities. I would be glad to see Mr. Ritz’s amendment carried if he 
changes it so that he simply adds “and other assocations.” I say let 
us not discourage the men who are working with us so well at the 
present time. (Great applause.) : 

Mr. Workmaster—The reason I offered the name Young Men’s 
Christian Association was because I made a little investigation among 
the members and learned that in a number of places they were waiting 


for the Y. M. C. A. to take up the work, which otherwise would be 
started by the local credit associations. 
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Secretary Tregoe—Permit me to read Resolution No. I as given 
by the committee again. It is as follows: 


I 


“Resolved, That these lecture courses arranged by local Credit 
Men’s Associations in co-operation with local Young Men’s Christian 
Associations be accorded every encouragement, and that the help of 
the Committee on Credit Education and Management be extended to 
all associations which contemplate organizing such classes.” 


I think the resolution covers the ground. 

Mr. Ritz—I withdraw my motion. 

Mr. Sheffey—I withdraw my amendment. 

Mr. Smith—The idea was originally conceived by the Young 
Men’s Christian Association, in my estimation, and the local associa- 
tions only encouraged that work.’ This resolution does not state that 
we go on record as Having the Young Men’s Christian Association 
throughout the United States inaugurate lecture courses or courses on 
credit education. It is up to our local credit associations to conduct 
those courses according to their own dictates. If they desire to con- 
duct a course of lectures in their own association, that is their own 
affair. If they want to conduct it through the Y. M. C. A., they may 
do that also. We have received great encouragement and assistance 
from the local Young Men’s Christian Associations. In fact, it is a 
question in my mind whether these lecture courses would have been 
carried on to as great an extent as they have been if it had not been 
for the assistance that we received. from the Young Men’s Christian 
Association. 

Secretary Tregoe—The resolution says “all associations.” 

(Previous question called for.) 

President Salisbury—That is on the amendment offered by Mr. 
Workmaster, which is moved and seconded. 

T. J. Bartlette, New Orleans—Does not the previous question take 
precedence over any amendment? 

President Salisbury—Not to a motion made and seconded. 

Mr. Stewart—I wish to state that when I seconded the motion to 
the amendment I did so thinking it was not proper for the convention 
to go on record as upholding any one organization to the exclusion of 
others. I thought that I seconded a motion that added other institu- 
tions besides the Y. M. C. A. 

Mr. Sheffey—I think if the brother from Pittsburgh will incor- 
porate the idea lecture courses, debates, etc., it would enlarge the scope 
of the resolution. 

Mr. Workmaster—Lectures, -debates and discussions—other than 
lectures themselves exclusively—where the young men get an opportunity 
to debate around the table the questions which come up before them and 
not simply listen to an instructor. 

Secretary Tregoe—I will read Resolution III, as given by the com- 
mittee. It is as follows: 


“Resolved, That the Committee on Credit Education and Manage- 
ment be continued, and that it put forth its efforts persistently in creating 
plans looking toward a more advanced course of study upon credits and 
their management than is permitted through lecture courses as now con- 
ducted.” 


That covers the whole thing. 
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President Salisbury—The question is upon the adoption of the 
amendment. 

(The question was then put and lost by an almost unanimous vote.) 

President Salisbury—The question is now upon the resolutions as 
offered by the committee. 

The motion to adopt the report of the committee and the resolutions 

offered by the committee was then unanimously carried, and the reso- 

I tions and report unanimously adopted. 

President Salisbury—We shall next hear the report of the Commit- 
tee on Foreign Credits, E. M. Dill, chairman. 


y 


Report of the Special naga on Foreign Credits 


To the Officers and Members of the; National Association of Credit Men. 
The business men of the. United’ States are probably finding more 
satisfaction in the phenomenal growth, during the last decade, of our 
export trade in goods partly or wholly manufactured, than in any other 
one factor, for this means fuller employment of our labor and an estab- 
lished outlet for our goods which becomes exceedingly important during 
years of slack business at home. 

Again and again, the National office was asked to help members 
in discovering foreign fields where goods of their.manufactiire might 
safely find a market. Information regarding the stability of society, the 
trading disposition and traditions of a people, and their business customs 
was sought. This was the reason the Association felt it incumbent on 
it to assist members in the department of foreign commerce and hence 
the appointment of the Foreign Credits Committee at the Boston con- 
vention. 

The committee’s work naturally has been carried on largely through 
the National office from which point, in behalf of members, investigations 
both general and specific have been made reaching into many countries 
with the result that recommendations and advice of distinct value have 
been given. 

The American Chambers of Commerce at Paris and Berlin have 
extended courtesies to the Association by pointing out sources of trtist- 
worthy information. .The rules and regulations covering consular activi- 
ties have been considered with the result that American consuls in several 
cases have been drawn upon for helpful service. 

While your committee takes no special credit for the fact, it is true 
that the work falling under its department has made very considerable 
progress during this first year and will continue to make progress in 
proportion as its resources are called into use by the members. 

As an Association, we should feel deeply interested in taking part 
in the great exchange of commodities among the nations which is rapidly 
placing the United States at the front as an exporter, not alone of 
products of the soil but of products of our factories as well. Let your 
committee continue to build up its foreign service at the National office 
simply by having the members make it one of their sources of information. 

Incidentally, the committee has been able this year to issue warn- 
ings against several parties who were mailing orders for samples to 
merchants and manufacturers all over the country from foreign post 
offices. For some reason—probably the difficulty of getting information 
—our credit men. fall more easily before a sample order which reaches 
them undér a foreign stamp than before one coming from a home point. 


699 





The thought of making a foreign connection appeals to their imagination 
and so the order is checked out without a stroke of investigation. This, 
of course, is absolutely wrong. The rule in investigations should be 
that their intensity be in proportion to the distance between shipping and 
receiving points and the committee urges against accepting unquestion- 
ingly sample orders purporting to come from foreign concerns as stren- 
uously as the Investigation and Prosecution Committee has urged against 
the acceptance unquestioningly of sample orders from domestic houses. 


E. M. DILL 
Berry Bros., Ltd., Detroit, Mich. 
Chairman, Committee on Foreign Credits 


In conclusion the committee offers the following resolutions: 


I 
“Resolved, That the action of the Boston convention in authorizing 
the Committee on Foreign Credits be approved and the committee con- 
tinued as one of the special committees of this organization ; 


. II 
“Resolved, That the members of this Association be urged by this 
convention to assist in expanding the foreign credits department of te 
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Association by making use of its facilities and by extending to it sug- 


gestions growing out of their experience in. seeking foreign outlets for 
ieir products.” : 
wre Respectfully submitted, 


W. F. H. Koetscu, 
Louis S. GOLDSTEIN, 
H. H. Merrick, 

A. G. RuMpr, 

J. H. Roy, 

E. M. DiLt, Chairman. 


Mr. Dill—I move the adoption of the resolutions and report as read. 
Seconded by F. C. Wasserman, of Portland. 


Motion unanimously carried and report and resolutions unanimously 
adopted, 


President Salisbury—The next in order is the report of the Special 
Committee on Municipal Credits. The chairman is not here. We expect 
the members will read all these reports, and in this instance the secre- 
tary will read the resolutions offered by the committee. 

Secretary Trgeoe—May I say, with the privilege of the convention, 
that the work done by this committee was of an highly intelligent 
character. Mr. Foulkes devoted a great deal of thought to it and the 
data compiled by his committee has been asked for by the municipal 
departments. I certainly recommend that the report be adopted. 


, Report of Committee on Municipal Credits 


To the Officers and Members of the National Association of Credit Men. 


In the closing hours of the convention of last year a number of 
important matters were presented by the Committee on Resolutions. 


Among the resolutions offered by that committee and adopted was the 
following : 


“WHEREAS, The increase of business transactions with govern- 
ment and municipalities at home and abroad has developed a class 
of credit risks difficult of analyzation; therefore be it 


“Resolved, That the Board of Directors appoint special com- 
mittees, each consisting of not less than five members, to investi- 
gate such domestic and foreign credits, and to report the results of 
their investigations to the Board of Directors and to the convention 
of 1913.” 


It seemed wise to your Board of Directors to appoint two com- 
mittees under this resolution, one to study the question of foreign 
credits and another to study municipal credits. It is for the latter com- 
mittee, namely that on municipal credits, that we report. 

Since the wording of the resolution was such as to leave in the 
minds of the members of the committee some doubt as to just what 
phase of municipal credits should be the subject of investigation, the 
frst thing your chairman sought to do was to determine through corre- 
spondence, how we might best serve the membership at large through 
our labors and most nearly accomplish the design of those with whom 
the idea originated. 

It was found that in the minds of most men, the term “Municipal 
Credits” was at once associated with the thought of city or municipal 
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bonds or securities and the general credit of the corporate body as related 
to its bonded or floating indebtedness. 

However, since our membership quite exclusively represents business 
organizations which are manufacturers and sellers of merchandise, and 
not dealers in securities, it was readily determined that the study of 
municipal credits by your committee should be confined to that phase of 
the question which would enable us to give to our membership certain 
data which it was hoped might serve to enlarge the fund of general 
information in regard to the handling of accounts or claims for goods, 
wares and merchandise sold to the city at large, or to any of its subsidia- 
ries having purchasing power, or to corrective educational or charitable 
institutions, over which the city exercises control. 

Your committee had no precedents to serve as a guide in its investi- 
gations and was therefore compelled to originate a plan of action. It 
was at once obvious that it was impossible to investigate in any com- 
prehensive way by personal interview and equally obvious that only a 
comparatively few cities in the United States could be, because of time 
and labor involved, solicited for information even by mail. 

After a considerable study of the subject; a letter was drafted con- 
taining ten questions designed to elicit the facts that we were in search 
of and explaining the origin and object of the investigation. 

It was decided that these letters be sent to two representative cities 
in each state and with the prompt and cordial co-operation of Secretary 
Tregoe, the letters were despatched. 

For the most part the responses were prompt and in some cases of 
such a nature as to indicate a genuine desire to co-operate to the end 
that some at least, if not all, of the difficulties and misunderstandings 
quite generally present in transactions with municipalities might be re- 
moved. 

An effort has been made to digest and analyze the mass of data 
received and how well and to what purpose this has been done, and of 
what value our findings may be, we leave to you. 

It is impossible within the compass of this report to review in detail 
the data obtained from each city, or from any single city. Furthermore, 
even if time permitted, it would seem to the committee that it would 
be a violation of the general conditions under which the data was fur- 
nished if we should make public use of it since assurances were given 
that it would be regarded as confidential. 

For your better information, however, we deem it permissible and 
desirable to give in detail the questions to which we sought to obtain 
answers and to indicate the character’of the replies received. 


Question 1—Do you have a single purchasing agent or a purchasing 
commission or board? 

Answers: 
Purchasing Agent 
i a tian scea es 12 


Question 2—Is there a limit to the amount he can purchase without 
bids ? 
Answers: 





Answers: 


Question 3—Is he required to keep within a certain appropriation or 

. budget ? 
Answers: 

“Ves” “No” 


Question 4—What provision is made in case he exceeds the budget, 
for the proper payment of the obligation? 


Answers: 


“Next budget” “Not allowed to exceed” 
“Transferred” “No provision” 


Question 5—Is. such a purchase, made after the legal appropriation 
is exhausted, a legal claim against the city? 


Answers: 


Question 6—Do you have a regular form or order blank which is 
invariably used? 

Answers: 
“Ves” “No” 
“Some boards do and some not”. 2 


Question 7—Is a claim against the city valid if this blank is not 
used when the goods are ordered by the one in authority? 

Answers: 
“Ves” ONT”? 


Question 8—If funds are not available for the prompt payment of 
goods and payment is to be deferred by a registered warrant, is this 
information given to the seller before the order is filled? 

Answers: 

“Ves” ° “No” 


Question 9—If payment is deferred, are such warrants payable with- 
out further audit, simply upon presentation to the treasurer ? 
Answers: 


Question 10o—In what manner are obligations met when available 
funds are exhausted? Are warrants issued or does the obligation rest 
until appropriations are made? 

Answers: 

“Warrants” 


If after a careful canvass of these replies, we were impréssed with 
any one thing in particular, it was the dissimilarity of requirements, pro- 
cedure and practice which at once presented an insurmountable barrier to 
the making of any but the most general suggestions and recommendations 
for the guidance of those who have. commercial relations with cities and 
their. various departments. . Indeed it is with some trepidation that we 
attempt even to generalize on the subject. 


793 





We, however, present the following in the hope that, though the 
results have been meager, some light may have been thrown upon. this 
perplexing problem and that the work only barely initiated may be car- 
ried on until more definite and helpful results may be obtained. 


CONCLUSIONS. 

First—Those who trade with municipal bodies must, if they would 
escape the annoyance, delay and trouble commonly experienced, adopt as 
a general rule that a city or any of the departments over which it exercises 
control, must not be given credit in reliance on the single fact that it is a 
municipality and for that reason financially responsible, but rather should, 
owing to the wide differences in procedure and requirement, regard each 
body dealt with as a separate and distinct risk having its own character- 
istics and each sale as a transaction which is entirely without the well 
settled rules which ordinarily govern the extension of credit. 


Second. That owing to the wide variety of method and differing 
limitations in purchasing power and legal liability a sale made today might 
be safe and within the provisions of law or ordinances, and tomorrow 
might be without that limitation and therefore technically illegal and 
uncollectible. 


Third. That while the municipality with which a contract or sale 
is consummated, may be unquestionably solvent this fact must not be 
relied upon exclusively but the seller must recognize that more than the 
usual burden of investigation and inquiry is placed squarely upon him 
if he would trade intelligently and escape the possibility of a long 
deferred settlement and a possible rejection or repudiation of his claim. 

‘The extent of the profit to be gained in any such transaction must 
be the measure of the risk which the seller will take and of the for- 
bearance which he will be induced to exercise in dealing with the ques- 
tion of disputed claims and long deferred payments. 

A transaction involving a long profit might be held to justify the 
disregard of conditions imposed, but under such circumstances loss or 
delay should be borne uncomplainingly. 


Fourth. That if the seller would escape so far as possible any 
infractions of the contract and all controversies as to the correctness or 
legality of his claim, there are certain fundamentals which must be 
invariably regarded as an inseparable part of each and every transaction. 

They may be generally stated as follows: 


a. Authority of individual, officer, or agent making the requisi- 
tion for merchandise. 

b. Is the order legal without competitive bidding? 

c. If no competition is required, what is the legal limit cover- 
ing a single purchase, and is the total of purchase limited by budget 
or special appropriation ? 

Does the order fall within such budget or appropriation? 

e. Are the orders by ordinance or charter provision, required 
to be put in any particular form or submitted upon a regular requisi- 
tion blank and is it provided that no orders be honored unless sub- 
mitted accordingly ? 

In what form must goods be billed and quantity, quality 
and delivery vouched for and are claims made in prescribed form. 


Fifth. It must be keptin mind that departure from or careless- 
ness in regard to all these modes of procedure and routine which are 


704 





so dissimilar, must necessarily add to the risk of the transaction and 
involve the seller in possible trouble and delay, all dependent upon 
administrative changes and the various contingencies which are indicated 
in questions 4, 5, 7, 8, 9 and 10. 


RECOMMENDATIONS 


We are aware that the meager results which we are enabled to 
report simply emphasize the statement previously made, that we regard 
our work and investigations as only fairly begun. Yet, such small 
progress as has been made prompts us to recommend the continuance of 
the work by another committee. To this end, we beg leave to offer 
the following resolutions: ; 


“Resolved, That the investigation of municipal credits be continued 
by this Association and that a committee be appointed by the incoming 
administration for that purpose. 

II 


“Resolved, That the data thus far gathered be tabulated and filed 
at the National office for the benefit of those who may wish more par- 
ticular information and that there be published in the BULLETIN the names 
of all the cities which have thus far submitted data.” 


We recommend that the incoming committee, if it is your pleasure 
that the investigation be continued, should pursue its inquiries in a form 
the same or similar to that used by this committee but that a new list of 
cities be prepared and that as replies are received the same be tabulated 
and filed and a revised list of such cities be published in the BULLETIN 
from time to time. 

It is obvious that the data received is of a confidential nature and 
that it is not consistent to publish the same in full, but it is believed to 
be consistent that it should be put in concise form by our National office 
and held subject to call for the confidential use of those of our members 
who may be interested. 

We also suggest that our successors consider the feasibility of pre- 
paring a form letter for the use of our members which shall be in the 
nature of a letter of inquiry to be sent to a city or its purchasing agent 
or officer, asking for information concerning the vital and essential 
things which the seller of merchandise should know before executing a 
‘ contract or order. As more complete and comprehensive data is 
gathered, the preparation of such a letter may be consistently under- 
taken and when ready could be published in the BuLLETIN for use of the 
membership at large. 


Respectfully submitted, 


Georce G. Forp, 

Wa. G. WoopwortH, 
GeorGce A. RICKER, 

J. I. Cotwe t, 

L. S. FoutKes, Chairman. 


F. C. Wasserman, Portland—I move the adoption of the report and 
the resolutions. Seconded by W. Q. Wales. 


Motion unanimously carried and report and resolutions offered by 
committee unanimously adopted. 
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President Salisbury—The next order of business is the report of the 
Committee on Commercial Arbitration, R. S. White, Chicago, chairman. 

Mr. White—Before commencing to read the report, I feel that it 
is not out of order to voice the regret, not particularly on my own 
account, because my time will be short up here, but on account of 
others who have had to occupy the platform for a longer time, that 
our worthy president, on account, probably of the bad example of our 
genial secretary, lost his nerve after the first day, and compelled us to 
wear our coats on the platform. 

President Salisbury—I will remove mine at once. 

Mr. White—Then I will do likewise. (Laughter. ) 

Mr. White—You have all seen the report as printed in the pamphlet, 
and I assume that you judge from the brevity of the report that the 
committee found that there was not much for it to do. Such, however, 
was not the fact. The difficulty experienced by the committee was in 
finding a place to start. - After giving the subject considerable attention, 
with the able and persistent assistance of our worthy secretary, we reached 
the conclusion that it might be well before going far with recommenda- 
tions as to the administration of an arbitration law, to find out what we 
had in the way of such laws throughout the states, and supplement what 
we found by bringing about the enactment of similar laws in other states. 
Now, some one coming in casually from the outside today and sitting 
through this session of the convention, I am inclined to think would reach 
the conclusion, if he had not been advised beforehand, that this was a 
convention of lawyers, or a convention having a close relationship to law, 
because that is about all we have had this forenoon. 

_ The previous sessions of the convention, however, have been de- 
voted very largely to efforts to find out ways and means of doing certain 
things—certain commercial things—without resorting to law. Now, we 
need the law as a support for these different things that we propose 
doing without actually calling on the law, and this subject of com- 
mercial arbitration comes within that class. In order to make it effective 
we have first got to have laws, so that when a decision by arbitration is 
reached, it can be enforced. Now, to my mind the greatest difficulty we 
are to experience in connection with this is the very fact that on account 
of its carrying with it some features of legal enactment or approval, the 
rank and file are going to be slow in educating themselves or informing 
themselves as to the few simple processes that will’ be necessary to 
enable them to avoid the long, laborious, dilatory method necessary to 
settle disputes in courts of law, and proceeding to dispose of them im- 
mediately by calling in friendly arbitrators, and then having only the 
one thing to legalize it, namely, to pass the decision as reached by the 
that tribunal. 

I have thought it advisable to make this little explanation in pre- ; 
senting this report, so that the brevity of the report, and the small amount . 
of detail in the report would not lead any of us to overlook the im-. : 
portance of the subject. 4 


Report of the Committee on Commercial Arbitration 


To the Officers and Members of the National Association of Credit Men. 

Your Committee on Commercial Arbitration cannot report a par- 
ticularly productive year in the promulgation of the plan of commeicial 
arbitration for adjudicating commercial disputes. It has been found 
necessary to study the situation in each of the states in order to act 
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intelligently in advising the setting up of the necessary machinery for 
commercial arbitration through the offices of the local Credit Men’s 
Associations in co-operation with local Chambers of Commerce or Boards 
of Trade. 

Based on a recormmendation made by Julius Henry Cohen, Esq., of 
the New York bar, the: association’s counsel in arbitration matters, 
the committee ‘decided to have prepared a model commercial arbitration 
law. This law has been prepared by Mr. Cohen and will be ready for 


R. S. WHITE 
American Steel & Wire Co., Chicago, IIls. 
Chairman, Committee on Commercial Arbitration 


submission in the states now without adequate arbitration statutes whose 
legislatures convene in 1914. 

Necessarily, the development of commercial arbitration as a prac- 
tical and general adjudication of commercial disputes will have to move 
slowly, in spite of the fact that it is generally conceded to be a move- 


ment in the right direction and one which should be fostered by the 
National Association of Credit Men. 
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With this very brief report your committee offers the following 
resolutions : 


I 


“Resolved, By the National Association of Credit Men in conven- 
tion assembled, that its faith and confidence in commercial arbitration, 
as a desirable economic method of adjudicating commercial disputes is 
reaffirmed and that it is the conviction of the association that the system 
of arbitrating commercial disputes should be promoted, and that the 
Special Committee on Commercial Arbitration should be continued in 
order that in those states having no adequate provision by law for com- 
mercial arbitration in the form we propose, efforts may be directed upon 
the adoption of the model commercial arbitration law. 


II 


“Resolved, That in the promotion of this work the interest and 
sympathies of Chambers of Commerce and Boards of Trade be solicited 
and that this work be encouraged in co-operation between local Associa- 
tions of Credit Men and such chambers and boards.” 


Respectfully submitted, 
R. S. Wuite, Chairman. 


Mr White moved the adoption of the report and accompanying 
resolutions, 

A. J. Gaehr, Cleveland—I wish to say that the work of this com- 
mittee is bearing fruit in Cleveland. The municipal court has a con- 
ciliating room, where suits are settled. The court costs have been as low 
as fifty cents in some of the conciliation cases. 

Motion unanimously carried and report and resolutions offered by 
the committee unanimously adopted. 


President Salisbury—There is. one more report, the report of the 
Special Committee on Credit Department Forms and Methods. The 
secretary will read the report. 


Report of the Special Committee on Credit Department 
Forms and Methods 


To the Officers and Members of the National Association of Credit Men. 


The report of your Committee on Credit Department Forms and 
Methods is largely embodied in the book of “Forms and Methods” sub- 
mitted herewith. 

In the opinion of your committee the work is but fairly launched, 
inasmuch as contributions thereto were received from only about two 
per cent. of the membership of this great organization and complete co- 
operation of all the members -would bring forth a wealth of material 
which would prove of material assistance to all. 

Our report being purely tentative, we have obtained only rough 
estimates upon the cost of publication as follows: The cost of having 
cuts made and printing will vary from six hundred to seven hunired 
dollars for twenty thousand copies, while the cost of binders varies con- 
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siderably and would depend upon the advisability of using a perma- 
nently bound book or loose leaf, though the committee would recommend 
the loose leaf system. Without a careful canvass of the field, it is im- 
possible to state even approximately how much advertising could be ob- 
tained for such publication, but we are assured by an advertising man- 
. ager of national experience that it would make an ideal advertising me- 

dium for stationery and office supply and fixture houses and it is 
hoped that the returns from this source would practically pay the 
cost of publication, binding and distribution. 


E. G. LEIHY 
Blumauer-Frank Drug Co., Portland, Ore. 
Chairman, Committee on Credit Department Forms 


In closing the committee desires heartily to thank those members 
who contributed to the success of its efforts, and particularly Secretary- 
Treasurer Tregoe, without whose generous assistance this report would 
not be possible. 

The committee desires to offer the following resolution: 

“Resolved: That the president of the Association appoint a commit- 
tee of five members in attendance upon this convention to examine the 
proof submitted herewith in order to report to.the convention upon the 
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feasibility, value and desirability of its publication in book or loose 
leaf form.” 


Respectfully submitted, 


W. J. HENDERSON, 
J. H. WEE, 
E. G. Lerny, Chairman. 


Secretary Tregoe—This special committee was authorized at the 
Boston convention. It is a committee located in Portland, Ore., and 
Tacoma, Wash. . During the entire year this committee gathered from 
ail the local associations the best credit department forms which could 
be obtained. From the forms submitted it has culled those forms which 
it felt would be interesting and helpful to credit men. The committee 
has submitted the forms; and it was the purpose of the Committee on 
Credit Department Forms and Methods to ask that a committee of five 
de appointed by this convention to examine these forms and make report 
to this convention. But the, report falls at the close of committee 
business; so if you will permit me, I will suggest to the convention 
that some one move that the committee be continued and that it sub- 
mit to the Board of Directors in annual meeting in September, recom- 
mendations as to the publication of a book that will incorporate the 
forms which they recommend, together with the cost that will be attached 
to its publication. 

Arthur Parsons, Salt Lake City—I move the adoption of the reso- 
lution as outlined by the secretary. Seconded and unanimously carried. 


‘Recess was here taken until 2.30 o’clock P. M. 





FOURTH DAY 
Friday, June 20, 1913 
AFTERNOON SESSION 


The session of the afternoon of the fourth day of the convention 
was called to order at 2.30 o'clock P. M. 

President Salisbury—We shall first listen to an address on “The 
Trend of Credit Education,” by A. J. Gaehr, of Cleveland, Ohio. 


The Trend of Credit Education 
Appress By A. J. GAEHR, CLEVELAND, OHIO. 


A government that rests upon the will and universal suffrage of the 
people has no anchorage except in the people’s intelligence. Likewise 
there is no guarantee of the permanence and safety of our commerce 
save the intelligence of our merchants. 

During the few moments the pressure of convention business allows 
us, we are to consider the question of training future merchants, in 
particular future credit men, and what more we must do to square our 
ambitions and hopes with our actions, as well as to give some brief 
attention to the work of others. 

The annual losses by reason of failures in the United States amount 
now to about $200,000,000, over $2.00 per capita, or, to put it concretely, 
the national annual loss from bad debts equals one-half the estimated 
cost of the Panama Canal, or, to put it in another way, we could have 
covered the cost of the Panama.Canal nearly four times with the amount 
of the accounts lost during the brief period since the government began 
the work of excavating to the-present day. What an awful toll we pay! 

Germany and the European countries have been far ahead of us in 
the matter of commercial education. The city of Hanover, Germany, 
celebrated last year the seventy-fifth anniversary of the founding of its 
commercial and vocational high school, and the special report issued tells 
the story of long, patient and faithful labor and results accomplished, of 
which its citizens are justifiably proud. Saxony, with a population of 
less than the city of New York, has forty-eight commercial and voca- 
tional high schools, and Prussia, with a population about nine times that 
of Ohio, has 310 such schools. The London Chamber of Commerce a 
few years ago found on investigation that nearly one-half of the clerks 
in the city offices were foreigners, mostly Germans, because they had a 
better general education and better knowledge of foreign languages. 

The need of better trained men, especially commercially trained, 
made itself severely felt several years ago and as a result a number of 
universities and colleges of high standing organized schools of com- 
merce, Harvard University ranking its School of Business Administra- 
tion as one of the graduate schools. Several cities have established high 
schools of commerce, yet the schoolmaster and business man are still 
too far apart. 

Several affiliated branches of our Association have established so- 
called “Courses in Credit,” consisting generally of a series of lectures. 
Commendable as our beginning has been, such efforts are not sufficient 
for our needs, nor do our credit courses measure up to our standards of 
training men, nor have we fully realized the stupendous responsibility 
resting upon the credit and financial managers, to whom is entrusted the 
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financial welfare of their own houses, and whose errors of judgment ma) 
result in dragging many others down. 

Prof. Minsterberg of Harvard University observes that a great 
difficulty of our educational system has been that it does not teach « 
man to find himself, and when he learns his strong and his weak points, his 
real inclinations toward and qualifications for a pursuit in life, it is 
usually too late. We find the highway of commerce and life marked 
with sad monuments of men crushed under the wheels of progress who 
would have made a success in life had they had the proper direction and 
counsel and had they been taught to fashion their thoughts to fruitful 
issues, men who could and should have been helped to usefulness. 

A further difficulty is, the vocational demands are not sufficiently 
fixed and brought to the attention of the younger generations. They 
know comparatively little of the inner labors, the inner values and inner 
difficulties of various professions and callings. 

Then, too, in many cases trivial chance influences decide the choice 
of a vocation. Young men often drop into a place, rather than de- 
liberately choosing business as a life vocation. 

What do we demand of the men who preside over credit depart- 
ments, and what training do we give them? We want men who diag- 
nose a case with the care and certainty of a skilled physician; who give 
it the exact treatment needed; men who act and judge with the precision 
of the mathematician and scientist and the wisdom of philosophers and 
the astuteness and the thoroughness of lawyers and who are as exacting 
in their analysis as chemists. Men, suave, affable, but still determined, 
who act vigorously without offending, and kindly without undue leniency. 

What office training do we usually give them? A young man en- 
ters an office as a junior clerk, and by faithful performance of his duties 
he advances from position to position, learning the routine of the office, 
until he perhaps becomes a junior in the.credit office, having been in- 
structed in the methods of the particular house, or more often having 
acquired a knowledge of the methods by his own efforts. If the young 
man enters the offices of an aggressive and first class house, well and 
good enough, he may get some training, but if he “lands” in the office 
of a concern, though reliable and respected, still not aggressive, nor 
alert, the young man’s office instruction will be meager indeed. 

Dean Johnson of the New York University School of Commerce 
properly pointed out that “Business today is constructive, and construc- 
tive business must be directed by constructive thought, and construc- 
tive thought must be based on strong and broad knowledge.” He adds: 
“A 38 calibre man, even without organized business knowledge, is a 
force, but with such knowledge at his disposal, he becomes a well directed 
and almost irresistible power.’ 

As the cornerstone of all educational plans we must place mental 
discipline. One who has never learned to think deeply and accurately, 
who depends for his information upon others, who acts upon the impulse 
of the moment and predicates his decisions upon chance experiences is 
like a ship without a rudder or comes upon a storm-tossed sea, tlie 
victim of circumstances. 

Some one has said, “The ability to reason clearly, to go at the root 
of a matter, to see it in its proper relations to other matters is a most 
important factor in gaining a commanding position among one’s fellows.” 
Kuehneman, the German educator, observed, “Right mental discipline 1s 
the very essence of education. It expresses itself in keen observation, 
correct induction, sober imagination, unbiased and sane judgment.” 
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How is mental discipline secured? One does not say: “I will have 
mental discipline, and presto! in a week the thing is done. Mental dis- 
cipline is acquired in proper study. It is the result of patient labor and 
continuous exercise ; the fruitage of years of effort. 

It is impossible more than briefly to outline a proper training course 
in credits, but such course should be so broad as to enable the student to 
acquire in a systematic and co-ordinated manner a thorough and com- 
prehensive grasp of business principles and affairs. Such a course of 
study requires at least two or three years of work. 

Obviously a student must have sufficient preliminary training before 
he can undertake it with profit. A high school course or its equivalent 
should be a prerequisite. 

In addition to the principles and fundamentals of credit, I would 
name the following subjects to be studied thoroughly and mastered: 


Accounting, 

Theory of Accounts, 

Laws of Banking and Finance, 
Organization and Business Policies, 
Economics, 

Economic History and Resources, 
Commercial Geography, 


and I would expect the student to study commercial law sufficiently to 
avoid pitfalls and to be able to appreciate the value of legal counsel. 

In addition to these the student should have a knowledge of history 
and literature, that he may understand other times and the peoples of 
other countries. We do not want to train clerks or mere order-checkers, 
but credit men, so that business shall be conducted by business experts. 
We want a course stiff enough to weed out the unworthy, one that will 
enable the student to acquire such knowledge as will qualify him to rise 
in his business and the world of affairs, to become a real force, to develop 
him into creative leadership and ultimately to make him the motive power 
and head of his concern. 

After completing the work and after duly passing examinations pre- 
pared by the National Association of Credit Men, such examinations to 
be held under the supervision of authorized representatives of the Asso- 
ciation, appropriate certificates should be issued by the National Associa- 
tion. Holders of such certificates should be given preference, whenever 
practicable, when applying for positions or promotion. A certificate 
should become of definite recognized value, like a certificate of admission 
to the bar. 

The student must understand that education is not the piling up of 
information, like so much cordwood, but the capacity to absorb, interpret 
and apply useful information related to men and affairs, the success of 
this application being largely a measure of the mental discipline received 
in the course of acquiring an education. We must create a new fellow- 
ship among the world’s scholars and truthseekers. A prime requisite 
will be new text books on credits and seasoned instructors. Excellent 
though some of the extant literature is, the books were not written for 
and are not adapted to school work in this field. Experienced business 
men will find ample opportunity to dedicate their ripened faculties by 
giving occasional lectures supplementing the instruction. 

Uniformity should exist in all instruction work carried on by the 
Association and it must be under the supervision of a competent head, 


713 





eventually an “Educational Director,” similar to such office in the Ameri- 
can Bankers’ Association and the Insurance Institute. There should be 
held an annual conference of instructors, preferably in connection with 
the annual convention, to keep the instructors in close touch with the credit 
grantors and their problems. 

Furthermore, we should request the schools of commerce and busi- 
ness administration of recognized standing to teach more extensively the 
theory and fundamentals of credit, to equip their students to fill positions 
as credit managers. 

I would recommend that we ask one or two universities or colleges, 
who have correspondence departments, like the University of Chicago, 
for example, to outline a course in credits by correspondence so that any 
man in any nook and corner of the country may have the advantages of 
systematic preparation for this important life work. All this work should 
be of high university or college standard. Not for an instant will we tol- 
erate sham work or cram schools. Intellectual dishonesty is on a par 
with dishonesty in money matters and is equally reprehensible and per- 
nicious. 

In addition to this I-would recommend collateral reading courses for 
the men more advanced in years, who have acquired a pretty fair work- 
ing knowledge of credits through years of experience. My faith in edu- 
cation and reading shall not betray me into the error that either schooling 
or reading alone can turn out a finished product within a given time. The 
course equips the man only in so far as it gives him the tools, smooths 
the road and shortens the time necessary to become proficient, but it 
requires a touch with actual conditions to round out the man. The con- 
templated course will teach the faithful student how to make his talent 
and energy count; how to develop his personality by work. 

Again I urge: Seek ye first the kingdom of clear and correct think- 
ing, and all these things shall be added unto you. 

It has been well said that progress always consists in harmonized 
action of wider and wider interests and the securing of broader and 
truer visions of life. Our entrance as an association on the educational 
field will task our strength and energies fully and make heavy demands 
on our time and talents. We must anticipate much of this work by join- 
ing forces with vocational guidance councils and bureaus and contribute 
our part to their work. 

Here is a plan of education for conservation, for service, for the 
primary and controlling purpose of extending opportunities, “education 
that has life and enters into life.” 

To the young man are furnished the means by which he may hope 
to become a credit man. It is not the work of an hour, or a day, or a 
year, but of years of unremitting application and industry, of patient 
plodding and painful study. It is hot by intermittent effort or occasional 
starts that anything of value is gained. It is the outgrowth of well- 
directed and persistent effort. There is no road to success except by toil 
and sacrifice. Let the younger generations who have ambitions heed 
the lesson of the great bard, “Every bondman i in his own hand bears thie 
power to cancel his captivity.” 

The demands are great, but the opportunities are more than keep- 
ing pace. Witness the development of the electrical industries, the 
building of the Panama Canal, and the New China, all of which mean 
greater opportunities than ever before. Shall we rise to them? Shall 
we furnish or aid in the equipping and training of men to be the torch 
bearers of commerce, both at home and abroad? Shall we contribute 
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our part to see the American spirit of industry and aggressiveness car- 
ried over all lands by young men who have been thoroughly trained, 
who have laid a deep Fonantiahin of knowledge, who are honest with 
themselves and honest with others, and thus fitted to be the leaders of 
industry and commerce? 

The manner in which we answer this question will shape the future 
of our profession. (Great applause.) 


F. J. Smith, Buffalo—There is no subject for.our consideration 
as credit men that is more vital than that of credit education. Many 
of us are members of our firms, officers of corporations or individual 
owners of companies, who are taking an active part in the allotment 
of credit. This has been true in but a few years past, but it is now 
recognized that conditions require a man who is well versed in the 
scientific granting of credits; and I am willing to wager odds that very 
few of us here will claim that we can scientifically grant a credit. To 
read .a report and state whether or not a man is entitled to credit: is 
an easy matter, basing our opinion on a rating given by one of the 
mercantile agencies. We are in an age in which we desire to enlighten 
the other man. Most of our knowledge is acquired by education at 
the present time, but we want to make it clear to the colleges and 
schools of the country that there is a profession which has come into 
existence for which they must fit men, and that is the profession of the 
credit man. It is a new profession, one to’ which very little considera- 
tion has been given in the past—and the only way that we can accom- 
plish our purposes is to educate the young fellow desirous of entering 
our vocation. 

The able address just given by Mr. Gaehr, in my opinion, is one 
of the most interesting we have had and of vital importance to our 
profession. I accordingly move that a vote of thanks be extended to 
Mr. Gaehr, and also that his address be referred to the incoming Com- 
mittee on Business Literature, with the suggestion that it be printed, 
published and circulated among the various local organizations. 

Seconded and unanimously carried. 


President Salisbury—The next order of business is the report of 
the Committee on Resolutions, F. H. McAdow, of Chicago, chairman. 
(Great applause.) 

Mr. McAdow—Your committee begs leave to submit the follow- 
ing report: 


RESOLUTION I. 


“Resolved, That the National Association of Credit Men approve 
the action of the National Building Trades and Employers Associa- 
tion, the Surety Association of America, and the American Society of 
Engineering Contractors in their endeavor to standardize specifications, 
contracts and nomenclature of materials, with a view to eliminating the 
uncertainties, ambiguities and irrational conditions which bring unfair 
losses upon concerns handling building materials, and be it further 


“Resolved, That our local organizations be urged to devote earnest 
efforts to securing in their respective states the passage of a law which 
shall bring about this much needed standardization and reform, the law 
to be similar to the one in effect in Pennsylvania, which provides for 
an equitable settlement of differences.” 
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The Pennsylvania law referred to is as follows: 


“That no provision in any contract providing either by express 
words, or in substance and effect, that an award or appraisement of an 
engineer, architect or other person shall be final or conclusive, nor any 
provision that a certificate of an engineer, architect or other person 
shall be a condition precedent to maintaining an action on such contract, 
or shall oust the jurisdiction of the courts, but any controversy arising 
on any contract containing such provisions or any of them, shall be de- 
termined in due course of law, with the same effect as if such pro- 
visions were not in such contract.” ; 

The committee moves the adoption of the resolution. 

Seconded by Harry P. Boyd, of Baltimore. 

Motion unanimously carried and resolution adopted. 

On motion duly seconded, the resolutions were adopted by unan- 
imous vote. 

II 


“Resolved, That the National Association of Credit Men, deplor- 
ing the laxity of many houses in the enforcement of terms of sale, 
strongly recommends that the members of this Association exercise 
greater diligence in scrupulously insisting on the observance of terms 
and in requiring that extensions be granted only upon request and under 
proper arrangements, rather than that they be allowed as an indulgence 
and without a definite understanding as to their deduction.” 

On motion duly seconded, this resolution was adopted. 


III. 


“Wuereas, The National Association of Credit Men has observed 
with interest and approval the organized effort of the American Bar Asso- 
ciation to simplify, expedite and cheapen the procedure of the inferior fed- 
eral courts with the hope of the adoption of a model system by all the 
states ; and, 


“WHEREAS, Such a course is believed to be entirely in the interest of 
the business of this country and that Congress ought speedily to authorize 
the United States Supreme Court to prepare the necessary system; now 
therefore, be it 

“Resolved, That the National Association of Credit Men does hereby 
evidence its appreciation of the American Bar Association’s campaign 
and cordially endorses and tenders its support of the same. And for the 
purpose of placing the same in concrete form, we do hereby adopt the 
Shelton resolution passed by the American Bar Association at its annual 
convention in August, 1912, in the following words: 

“*Wuereas, Section 914 of the Revised Statutes has utterly failed 
to bring about a general uniformity in federal and state proceedings in 
civil cases; and, 

“ "WHEREAS, It is believed that the advantages of state remedies cat 
be better obtained by a permanent uniform system, with the necessary 
rules of practice prepared by the United States Supreme Court; 

“Now, therefore, be and it is hereby resolved: 

“*First—That a complete uniform system of law pleading should 
prevail in the federal and state courts. 

““*Second—That a system for use in the federal courts, and as a 
model, with all necessary rules of practice or provisions therefor, should 
be prepared and put into effect by the Supreme Court of the United 
States ; 
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“‘Third—That to this end, Section 914 and all other conflicting pro- 
visions of the Revised Statutes should be repealed and appropriate 
statutes enacted ; 

“*Fourth—That for the purpose of presenting these resolutions to 
Congress and otherwise advocating the same in every legitimate manner, 
there shall be appointed a committee of five members to be selected by the 
president, to be known as ‘The Committee on Uniform Judicial Pro- 
cedure’; it is further 











J. HOWARD EDWARDS 
The Edwards Co., Youngstown, Ohio 
Chairman, Committee on Uniformity in State Laws 


“Resolved, That the Legislative Committee and the Committee on 
Uniform State Laws of the National Association of Credit Men be 
requested to co-operate with the Committee of the American Bar Asso- 
ciation on Uniform Judicial Procedure in carrying out the purposes of 
this resolution; and that a copy hereof be presented to the President of 
the United States, to Congress and to the American Bar Association.” 


E. F, Sheffey, Virginia—I wish to ask permission to have printed in 
e record an article found in the Central Law Journal, by W. M. Lile, 
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Dean of the Law School of the University of Virginia, which amplifies 
the reasons why this resolution should be passed. 

The article presented by Mr. Sheffey to be incorporated in the record 
of the proceedings is as follows: 


UNIFORM PROCEDURE AT LAW IN THE FEDERAL COURTS. 


There is no sound reason why there should be a uniform system of 
equity procedure in the federal courts and a total lack of uniformity in 
the procedure at law. Every argument in favor of the one applies with 
equal force to the other. 

It is only because we are accustomed to the anomaly that it does not 
disturb us. If a visiting lawyer from another planet should learn that 
our federal jurisdiction was exercised under one uniform system of pro- 
cedure on the one side of the court, and under forty-eight distinct and 
inharmonious systems on the other, he would doubt the sanity of our law- 
makers. 


If one of the states should pattern after the federal method, the 
result would be as many different systems of procedure in the state as 
there were counties. The growth of the federal jurisdiction, and the 
practical elimination of state lines for social, commercial and economic 
purposes tend to make the suggested parallel more striking and com- 
plete. 

Before the era of rapid transit and quick communication, the law- 
yer’s practice was confined largely to his local jurisdiction. Now he 
conducts cases in all parts of the country. But he finds that howsoever 
proficient in the conduct of equity causes in the foreign jurisdiction, he 
is helpless on the law side of the court. 


The judge of one district temporarily presiding in another, is con- 
fronted with new and strange: forms of procedure, necessarily hampering 
his prompt administration of justice. The circuit judge, in a circuit com- 
prising a number of states, is embarrassed by the multitude of diverse 
methods of administration encountered as he moves from state to state, 
or on appeal, adjudges nice questions of local practice with which it is 
impossible that he can become familiar. 


There may be historical reasons for this. policy of uniformity in one 
branch and a complete lack of it in the other, but with changed condi- 
tions these reasons have long since lost their force. Every present con- 
sideration demands a single, complete and uniform system of procedure 
at law, operative throughout the country. 

The time is especially propitious for urging this reform. The public 
utterances of Mr. Taft have done much towards arousing attention to 
our antiquated and dilatory methods. The new equity rules admirably 
illustrate the spirit of the times and are a concrete illustration of what 
may be accomplished in the direction of needed reform. 


In my opinion, the efforts of the American Bar Association towards 

a uniform system of legal procedure in the federal courts deserve active 

and enthusiastic support from the American bar. 
'  W. M. Lite, 

University of Virginia. 


On motion, duly seconded, the resolution was adopted by unanimous 
vote. 
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IV. 


“Resolved, That the National Association of Credit Men again gives 
expression to a demand on the part of its members for one cent letter 
postage and for such readjustment of the rates applicable to the various 
classes of mail matter as will more nearly place each class on a self- 
supporting basis and instructs its officers and directors to use all proper 
means to effect the necessary legislation.” 

Adopted. 


V. 


“WHEREAS, The business of advancing money on assigned accounts 
under arrangements for the assignment of invoices from time to time 
has been growing to great proportions, and 

“WuerEas, This Association, while recognizing that such business 
may be legitimate and is capable of performing valuable functions in 
the commercial community, has discovered that through lack of regu- 
lation by law, it is being conducted oftentimes in such manner as to 
deceive creditors into the giving of credit because of the presumed 
ownership of an apparently flourishing business which, when failure 
occurs, is found to have been without basis or foundation because the 
debtors’ accounts receivable have been secretly hypothecated, leaving 
little for general creditors, and 

“WHEREAS, It seems but equitable that such arrangements for 
advancing money on assigned accounts be registered for the protection 
of creditors and others in a like manner as chattel mortgages and con- 
ditional sales contracts are required now to be registered, now, be it 

“Resolved, That the National Association of Credit Men, in con- 
vention assembled, declares itself in favor of the enactment of uniform 


statutes throughout the states providing for such registration of ar- 
rangements for the advancing of money upon assigned accounts as will 
properly safeguard the giving of credits.” 


Chairman McAdow—I move the adoption of the resolution. Sec- 
onded by Mr. Oatley. 

C. B. Adair, Kansas City—It would seem that while that toward 
which the resolution aims would work advantageously in some cases, it 
would tend to prevent some concerns from making use of a means of 
obtaining financial assistance sufficient to handle their business. The 
resolution refers only to accounts; what is to prevent accounts being 
closed by a note? There is nothing said about the notes being assigned. 
Furthermore, a firm that may be in very fair financial condition must 
advertise to the public by the mortgage that it has assigned its 
accounts. Would not that furnish an opportunity for collecting agents 
to get the information and send it out to creditors, thereby bringing on 
a condition that would be entirely unsatisfactory, at least until such 
times as we have adjustment rules all over the country, thereby getting 
a friendly adjustment instead of having a bankruptcy take place. 

Motion to adopt the resolution offered by the committee unanimously 
carried and resolution adopted. 


VI. 


“WHEREAS, It is now generally conceded that the rapidly growing 
use of trading stamps is producing a dangerous competition among 
retailers and thereby tending to bring about an unusual number of 
failures ; 
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“Resolved, That the National Association of Credit Men use every 
means in its power to eradicate this evil, by education, legislation and 
united effort; and that it requests its individual members and affiliated 


associations to exert special efforts in this direction during the ensuing 
year.” 


Adopted. 


VI. 


“Resolved, That the National Association of Credit Men notes with 
deep interest the announcement of a National Conference on Fire Pre- 
vention, to be held in Philadelphia, Pa., October 13-18, 1913, and 
endorses the purpose of this conference and promises to lend every 


reasonable support to it in its efforts to bring about a reduction of the 
country’s fire waste.” 


Adopted. 
Vill. 


“WHEREAS, The dangerous tendency to the over expansion of munici- 
pal credits was brought out with peculiar force and power in the address 
of the Hon. Wm. A. Prendergast on the “Tendency of Municipal Credits,” 


his address treating one of the most important municipal problems of our 
time, therefore be it 


“Resolved, That the secretary-treasurer be requested to furnish 
copies of this address to the officers of local associations with the recom- 
mendation that local newspapers, and trade and financial journals, so 
far as possible, publish the same.” 


Mr. McAdow—The committee moves the adoption of the resolution. 
Motion seconded by Mr. White, of Chicago. 


It was suggested that a motion had been made and carried that 
Mr. Prendergast’s address be distributed by the Business Literature 
Committee. 

Mr. McAdow—Such resolution, if adopted, will not interfere with 
the former resolutions, which provide for the publication as part of the 
business literature. The committee thought it might be well to get 
immediate publicity outside of our own Association. 

J. W. Daniels, Philadelphia—There is an error in Mr. Prendergast’s 
paper regarding Philadelphia which should be corrected. Mr, Prender- 
gast will be glad to see it corrected. 


Motion unanimously carried adopting resolution as presented by the 
committee. > 


IX. 


“Resolved, That the National Association of Credit Men in conven- 
tion assembled at Cincinnati, Ohio, extends thanks and commendation 
to the legislators and executives of the United States of America, thie 
Dominion of Canada, the states of the United States of America, and 
the provinces of the Dominion of Canada, who have passed and approved 
legislation for the advancement and protection of mercantile credits, 
particularly legislation pertaining to bulk sales, false statements and 
bad checks. 

“Resolved, That the favorable consideration of protective and cor- 
rective mercantile and credit legislation is earnestly recommended to the 
executives and legislators of the United States of America, the Dominion 
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uf Canada, the states of the United States of America and provinces of 
the Dominion of Canada, and 
“Resolved, That the secretary-treasurer forward to executives and 


presiding officers of legislative bodies copies of these resolutions. 
Adopted. 


X. 


‘““WHEREAS, Many of the local associations hold their annual meet- 
ings on dates having no relation to the date of the annual meeting of the 
National Association, thus bringing about changes in staffs of officers 
and committees of local associations during the busiest and most impor- 
tant months of the year, and 

“WHEREAS, This condition militates against the successful carrying 
out of the plans of the National Association, therefore be it 

“Resolved, That the National Association of Credit Men in conven- 
tion assembled recommends and urges upon each and every local asso- 
ciation whose annual meeting does not conveniently approximate the 
date of the annual convention of the National Association to change the 
date of its annual meeting to the end that the work of the National Asso- 


ciation and all its branches may be carried through with as little break 
and confusion of effort as possible.” 
Adopted. 


XI. 


“Wuereas, There still exists among some of the affiliated branches 
of the National Association of Credit Men, in spite of the action of pre- 
ceding conventions, a tendency to depart from that original requisite of 
membership set forth in Article II, Sec 1 of the constitution, namely, 


that ‘Membership shall consist of credit men, representing corporations 
or individuals engaged in any legitimate line of business where credits 
are given,’ which tendency weakens the Association in its attempt to bring 
about certain classes of important reforms, be it 

“Resolved, That we again urge every affiliated association that it 
push vigorously for the enlarging of the organization so that it shall in- 
clude every desirable mercantile, manufacturing and banking concern en- 


gaged in legitimate credit lines, but exclude from membership all others.” 
Adopted. 


XII. 


“WuerEas, The Daily Trade Record of New York has again, durin 
the past year, devoted much space to the work of the local branches o 
the National Association of Credit Men, and has again given full pub- 
licity to the work of this convention, therefore be it 

“Resolved, That the National Association of Credit Men, in con- 
vention assembled, reiterates its thanks to the Daily Trade Record for its 
enterprise and the work of its representatives.” 

Adopted. 


XITI. 


“Resolved, That we extend to the Trade Review and the press of 
the country in general, our appreciation of their courteous treatment in 
bringing before the public the purposes of this Association and its 
methods of work, and particularly to the daily papers of the city of 
Cincinnati we tender our acknowledgments for the prominence they have 
given the Association in their columns during these sessions held in their 
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midst, and for the care they have evidenced in publishing the accounts 
of our deliberations.” 
Adopted. 


XIV. 


“Resolved, That we here and now express our heartiest appreciation 
to the Hon. Henry T. Hunt, Mayor of Cincinnati; to Walter L. Draper, 
President of the Cincinnati Chamber of Commerce; to Samuel Mayer, 
President of the Cincinnati Association of Credit Men; to R. P. Crockett, 
of Nashville; Arthur E. Johnson, of Detroit; B. K. Knapp, of Portland, 
Ore.; R. P. Messiter, of New York; Daniel Ashworth, of Pittsburgh; 
the Hon. William A. Prendergast, of New York City; Charles D. Joyce, 
of Philadelphia; A. H. Dobson, of Utica; Prof. W. A. Scott, of Madison, 
Wis.; Prof. William Hammond Parker, of Cincinnati; Denis F. Cash, 
of Cincinnati; J. Edward Stilz, of Indianapolis, Ind.; H. G. Moore, of 
Kansas City, Mo.; Geo. R. Barclay, of St. Louis, Mo.; A. J. Gaehr, of 
Cleveland, for their able, helpful and entertaining addresses which will 
take an important place in making the records of the various sessions 
of the Eighteenth Annual Convention of solid and permanent value.” 

Adopted. 


Mr. Smith, Buffalo—I do not think there was embodied a vote of 
thanks to the Cincinnati Gymnasium and Athletic Association. 

Mr. McAdow—I did not see it. 

Mr. Smith—It seems to me we should express our appreciation of 
the hospitality of the organization. I therefore move an amendment 

President Salisbury—You will have to ask the permission of the con- 
vention to introduce anything further at this time. If there is no objec- 


tion, Mr. Smith will be allowed to make his motion. 

Mr. Smith—I feared that it was overlooked, and I move as an amend- 
ment that a vote of thanks be extended to the Cincinnati Gymnasium 
for its courtesies to the visiting-members of the Association. 

Amendment seconded. Motion made, seconded and unanimously 
carried, adopting the resolution as amended. 


XV. 


“Resolved, That we, the members of the National Association of 
Credit Men, assembled on this Eighteenth Annual Convention, do take 
great pleasure in extending our heartitst thanks to our president, vice- 
presidents, secretary-treasurer, board of directors, chairmen and mem- 
bers of the Committees on Credit Co-operation, Legislation, Business 
Literature, Adjustment Bureaus, Mercantile Agencies, Banking and Cur- 
rency, Credit Department Methods, Membership, Fire Insurance. Inves- 
tigation and Prosecution, Bankruptcy Law, and the special committees 
on Uniform Exemption Laws, Commercial Ethics, Credit Education and 
Management, Foreign Credits, Municipal Credits, Commercial Arbitra- 
tion and Credit Department Forms, for the able and conscientious man- 
ner in which they have performed the important duties which devolved 
upon them during the past year, and further be it 

“Resolved, That we are appreciative of their excellent reports made 
to this convention, reports indicating their zeal and fidelity in behalf of 
the best interests of the Association.” 

Adopted. 
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XVI. 

“WHEREAS, The officers and members of the Cincinnati Association 
of Credit Men, in extending their cordial hospitality to the members of 
the National Association at this, their Eighteenth Annual Convention, 
have left nothing undone in providing for our. pleasure, comfort and 
entertainment, and for facilitating the business of this convention, be it 

“Resolved, That we all, both individually and severally, as members 
of the National Association of Credit Men here assembled, are deeply 
grateful to the Cincinnati Association of Credit Men for the great privi- 
lege which we have enjoyed in being their guests and are deeply grateful 
for the countless courtesies they have so generously extended and for the 
many occasions arranged so succesfully to extend and renew the spirit 
of comradeship among the members and for the opportunities provided 
to become acquainted with this splendid metropolis and state, and be it 
further 

“Resolved, That we take this opportunity to express our deep appre- 
ciation of the great work of the credit men of Cincinnati and surrounding 
territory who did such effective work for the business men of the entire 
country immediately following the flood disasters of the months of March 
and April.” 

Adopted by rising vote amid great applause. 


XVII. 


“WHEREAS, This Eighteenth Annual Convention of the National 
Association of Credit Men has been graced by the presence of a large 
number of wives and daughters of the members, and 

“WHEREAS, Both we and they have been the recipients of many and 
delightful kindnesses bestowed by the Ladies’ Auxiliary of the Cincin- 
nati Association of Credit Men, be it 

“Resolved, That we do express our acknowledgment of the honor 
the ladies have extended us in favoring us with their presence at this 
convention, and we express the sincere hope that each year will bring a 
larger attendance of the ladies of the Association. 

“Resolved, That we do, by a rising vote, most gratefully and cor- 
dially express our acknowledgment to the Ladies’ Auxiliary of the Cin- 
cinnati Association of Credit Men for the charming hospitality they have 
extended our ladies and for the constant attention to those minute details 
of entertainment which have contributed so conspicuously to the success 
of this convention. 

“Resolved, That the pleasant memories of: our visit which each and 
all will take to our homes will be due largely to the splendid entertain- 
ment arranged by the ladies of Cincinnati.” 


Mr. McAdow—The committee moves that the resolution be adopted. 
The motion was seconded and carried by a rising vote amid great 
enthusiasm. 

President Salisbury—It is with great regret that I am obliged to 
teprove this convention. It is a matter of great concern that a large 
number of gentlemen such as are here before me should allow such a 
resolution as this to be presented with only a slight mark of appreciation. 
Now, gentlemen, all rise up. 

(Great and long-continued enthusiasm, cheers and applause.) 

President Salisbury—If there is no call for a division the ia will 
announce that the resolution is passed. (Laughter.) 
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E. F. Sheffey, Virginia—I wish to offer the following resolution: 

“WHEREAS, Publicity is a great asset of any great and righteous 
cause, therefore be it 

“Resolved, That every association be urged to appoint or elect a 
publicity committee, or business literature committee, which shall be 
delegated to give wide publicity to the Association’s activities, and see 
that pertinent articles instructing as to the aim and working of the 
National Association be printed in local papers.” 

I offer this for the reason that the work of the National Association 
is not thoroughly understood. I mean no reflection on any one in the 
world; but I was struck with the importance of acting on such resolu- 
tion when one of the vice-presidents of the Union Central Life Insur- | 
ance Company said to me this morning: “Has this association any con- 
nection with the organization of traveling men? What is the object of 
it?” I say, let us inform the people by this method. 

I move the adoption of the resolution. 

Seconded by W. Q. Wales, of Boston. 

Motion unanimously carried adopting the resolution. 


President Salisbury—The next order of business will be the nomi- 
nation and election of a president and vice-presidents. 

(Here Harry New, of Cleveland, took the chair amid great enthu- 
siasm. ) 

Mr. New—For four days under trying conditions you have devoted 
yourselves assiduously to the work that brought you here. I am reliably 
informed by the whole of Cincinnati—that is, Mr. Johnston, of the En- 
tertainment Committee, that this is the hottest weather that Cincinnati 
ever had in the recollection of the oldest inhabitant; and it is only a 
freak. The attendance at these sessions has been continuous, and all of 
you have come here for the business that brought you here. 

We now have a pleasing duty to perform. The next order of busi- 
ness is to receive nominations for the position of your presiding officer 
for next year, and the chair is ready to hear nominations. I will recog- 
nize E. S. Boteler, of New York. 

Secretary Tregoe—This is “Cutie.” (Laughter.) 

Mr. New—tThe platform may be a little high for Mr. Boteler but 
you can look up. (Great applause and laughter.) 

Mr. Boteler—There has devolved on the New York delegation today 
a task so gracious, a duty so pleasant, that they have seized it very gladly 
indeed ; more especially as it is in direct line with their own hopes, their 
own desires. From my experience F-should say that it was customary 
when we prepare to nominate a candidate for the presidency of this great 
institution, to make use of the talefits of Choate, of Atlanta; Parker, of 
St. Paul; Marshall, of New York, or other orators. But today there 
seems to be no need for their gifts. The man whom we desire to honor, 
and by so doing the more greatly honor ourselves, has, by his life, his 
character, his work, his eminent fitness and his splendid personality, 
appealed to you as no oratory ever could; and I believe that as I stand 
here 1 am no more the voice of New York than I am of New Orleans 
or of any city that sends its quota to this convention; and now I shall, 
as I believe every one of you would do if you had the opportunity, nomi- 
nate for the presidency of the National Association of Credit Men, 
Frederick R. Salisbury, of Minneapolis. (Great and long-continued 
applause. ) 

(Song by Pittsburgh quartet.) 
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T. J. Bartlette, New Orleans—It is rather a difficult matter for any 
man to come before a gathering such as this and talk about something 
that all are familiar with. I come here on the part of New Orleans to 
add our mite to a tribute that has already been paid to a man who has 
presided over you for the past year, and we hope will preside over 
us for the year to come, F. R. Salisbury. (Applause.) I do not know 
whether there is any trouble in the theory that the perfection in an object 
lies in the eye of the beholder rather than in the object itself, but I do 
know that you and I and every man look at every ebject from a different 
angle, especially when that object is a man whom we intend to honor, 
and that the image in your vision is different from that in mine; and yet 
that all must be taken together in order to complete a picture of the man 
as he actually is. 

We people of New Orleans knew very little of Mr. Salisbury until 
three years ago, except as a national figure; and then in our convention 
held in 1910 we had the pleasure of making his personal acquaintance; 
and it is needless for you who know him so well to feel satisfied that that 
personal acquaintance ended in but one result, in a regard and esteem 
that will always last. 

Professor Parker told us a day or two ago, in his brilliant portrayal 
of ancient times, of what they did in the dark ages; he told us that there 
were some things they did then that we do no better today, because they 
were not well but perfectly done. When they wanted a man they tried 
him out with various tests and it was only after he stood those tests 
that he was allowed to join in the higher mysteries and become one of 
the adepts. We have tried out our man as a private in the ranks, as one 
of our directors, and finally as our guiding hand and ruler, and in every 
one of these offices he has measured up to the full standard, and no 
man can say that he has not done well in every duty we have placed upon 
him. (Applause.) 

My friends, it is a very far cry from the beautiful waters of Minne- 
haha, Laughing Water, with its crystal drops tumbling over the fall, to 
that muddy, broad and mighty stream of the great Mississippi—a far 
cry from the cool clime of Minnesota to the magnolia blooms and the 
orange groves of our fair Louisiana; but between the two there runs 
that current of human sympathy, like a wireless overhead and an electric 
current underneath, that carries constant messages of love and fraternal 
affection and enduring regard and manly esteem ; and New Orleans today 
is proud of the privilege she enjoys in seconding the nomination of F. R. 
Salisbury for our next president, in honoring whom we honor our- 
selves. (Great applause.) 

James E. Porter, Pittsburgh—On behalf of the Pittsburgh delega- 
tion, it is my pleasure and privilege to second the nomination of Mr. 
Salisbury for president of the Association for the ensuing year. 

E. F. Sheffey, Lynchburg—I come from away down South in the 
land of cotton, cinnamon seed and sandy bottom, way down in old Vir- 
ginia. It was said sometime ago that a gentleman died and went to the 
pearly gates and was shown the heavenly mansion ; everything was bright 
and glorious except over in one corner, where there were about a dozen 
men moping drearily, and St. Peter, in answer to a query, “Why do 
these people look so sad? I thought this was a place of gladness,” and 
St. Peter said: “Yes, that is true, as a rule, but these are some homesick 
Virginians.” (Laughter and applause.) Now, I can assure you that 
though the attendance from Virginia is not large, we are not homesick at 
all. A man said one time, with reference to Virginians, that we were very 
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much like potatoes, the best of them underground. (Laughter.) But 
with respect to homesick Virginians I would remark that we have not 
been homesick in Cincinnati, but if we should ever be fortunate enough 
to go to that heaven city presided over by St. Peter, if it should prove 
to be a better place or a hotter place, we do not know how we could 
stand it. (Great laughter and applause.) 

Now, I will concede the fact that George Washington and Thomas 
Jefferson and James Madison and James Monroe and a number of those 
old worthies are indeed underground; but I have the privilege of coming 
from a little city; down on the James, of thirty thousand inhabitants, 
Lynchburg, and that city fifty years ago gave birth to Robert Owen, 
now a United States senator, and today he ‘heads the Banking and Cur- 
rency Committee in the United States senate. Another resident of that 
city is owner of two newspapers, a man of national prominence and one 
who takes great interest in the work of this Association, who is chairman 
of the Banking and Currency Committee of the house; and he it is who 
introduced the bill into Congress that we hope will pass. Only eighty 
miles north, in the Shenandoah Valley, vou remember the old days, just 
up there at an old Presbyterian manse, fifty-eight years ago was born 
Woodrow Wilson, the leader of this country. I think you will admit that 
while the sages of old from Viriginia may be underground, that Wilson, 
Glass and Owens are far from being dead ones. (Applause.) Old Vir- 
ginia never tires, and old Virginia, if it did not have a president, might 
as well lay claim to the presidency of this convention; but having Wood- 
row Wilson already, it seconds the nomination and feels it would be 
wise to rise and exclaim: “Well done, good and faithful servant Salisbury, 
enter thou into the second term.” ((Long and continued applause.) 

Daniel Ashworth, Pittsburgh—As I look upon this sea of intellectual 
faces, I am reminded of my studies in the history of France. I see 
before me the deputies of the national assembly; I see before me the 
representatives of great states, far greater than the province of France 
that extended from Loraine to Marseilles; I see before my mind the 
sections of this great country that were once in arms against each other. 

I am proud to live to participate in falling in the footsteps of my 
associate from the old state of Virginia. I carry my mind back fresh 
with the memory of my success in arms, if you please, upon the banks of 
the Rappahannock. I stand before you today with pride that the citizen 
and brother from New Orleans can take me by the hand, and we can 
say in the presence of this magnificent assembly of our national colors, 
that we represent only one undivided country. (Applause.) The con- 
fluence of the two great rivers, one from the North and the other from 
the South, that makes the mighty stream that pours down this valley to 
the Queen City of the West, and pours its waters unvexed into the Missis- 
sippi, and to the Crescent City of New Orleans, says today to the people 
of this continent: We are one people, and for one cause and one good; and 
the purification of our commercial lines, the high standard of elevation 
between man and man in his dealings with his fellow-man upon com- 
mercial lines, are to be the fruits of this magnificent gathering today. 

This man, whom you have honored, stands without peer in the gath- 
erings of this assembly, a fruitful, typical representative of the grand 
man of the United States of America—not sectional lines, no narrow 
limits, but spreading out, saying to all the world: Here is a man that 
we see fit to honor as the proud eminence of our gatherings today; anc 
from the Crescent City, as it laves itself in the waters of the Mississippi 
to the far-off hills of Vermont, New. Hampshire and Pennsylvania, th: 
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boys that wore the blue and the boys that wore the gray, stand together 
today, hand in hand, heart in heart, for the old flag, for one country, 
for an era of prosperity for man, and the elevation of woman to the 
higher qualities that God has given her upon the face of the earth. I 
second this nomination. (Great applause.) 

Adolph Landauer, Milwaukee—I want to move you that the nomi- 
nations be closed, that the rules be suspended and the secretary be 
instructed to cast the unanimous vote of this convention for Mr. Salis- 
bury as our next president. 

Motion seconded by A. H. Dobson, of Utica. 

Mr. New (in chair)—The motion is that no more nominations be 
entertained, that the secretary be instructed to cast the vote of this con- 
vention for Mr. Salisbury for president for the coming year. 

Unanimously carried and so done. 

Mr. New (in chair)—The chair will ask R. P. Messiter, of New 
York, and George R. Barclay, of St. Louis, to find Mr. Salisbury and 
escort him to the platform. 

(President-elect Salisbury was then escorted to the chair.) 

Mr. New (in chair)—Mr. Salisbury, while you were detained for a 
few minutes out of this room, this convention saw fit to elect you for 
another year as president, and I wish to congratulate you on your elec- 
tion. (Applause. ) 

President Salisbury—I wish I could tell you how much I appreciate 
the confidence which you have shown in me by re-electing me as your 
president for another year. It indicates to me that you are satisfied 
with the character of the work and the amount of work I have done 
during the year in which I have been the presiding officer of your Asso- 
ciation. Mr. New has only advised me that I have been elected president 
for another year. In view of the fact that I take it that my last year’s 
work has been endorsed, I would like to ask the secretary-treasurer if my 
salary has been increased? (Laughter. ) 

Secretary Tregoe—Answering that question, you remember I took 
you last year on two trips. This year I will take you on four. (Great 
laughter. ) 

President Salisbury—lI have not anything more to say; but as I said 
at first, I do appreciate your confidence in me. But you will remember 
that when I accepted the office a year ago, I placed upon you the respon- 
sibility of making my year’s work a success, and I am here now to tell 
you that you have lived up to the request and to the burden that I placed 
upon you at that time; and it is to you, the members of the Association 
and the delegates assembled in the convention that is due the result that 
we have attained. 

Now, I want to place you under the same obligation for another 
year. I feel more confident now than I did a year ago, because [, can 
truthfully say that no man was called upon who did not respond imme- 
diately and give all the time that he could give to the work of our Asso- 
ciation; and I believe that today you all feel amply repaid for the work 
that you have done and for what little I have done I can assure you I 
am more than repaid. 

During the coming year I hope to do better than I have during the 
past. I am sure of your co-operation; I have confidence that the next 
year will be a better year than the last; I have confidence that our sec- 
retary will keep his word and make the president work harder, if possible, 
than he did last year. I am willing to work, willing to do anything I can 
for the advancement of our Association, and with just these few remarks 
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I wish again to thank you for your great kindness to me. (Great 
applause. ) 

(Mr. Salisbury then took the chair.) 

President Salisbury—The next order of business is the election of 
a vice-president. I recognize Mr. Parker, of St. Paul. 

H. W. Parker, St. Paul—I am cautioned by the president not to 
forget what I am here for. (Laughter.) 

Mr. President. 

President Salisbury—Mr. Parker. 

Mr. Parker—Ladies and Gentlemen: When nations, states, munici- 
palities and institutions desire to fill high offices, they aim to place in 
nomination men of the highest honor, integrity, ability and attainments, 
and that is true of this organization. I have asked the privilege of the 
floor, Mr. President, that I may place before you the name of a man 
who can fill the office, not only with honor to himself, but with credit 
and distinction to the Association. His name is quite well known to 
every one of you. He has labored in the vineyard, and through his zeal 
and untiring efforts has accomplished more for the Association probably 
than any other man. His achievements are chiseled deep upon the record 
tablets of our Association, and the hand of Time cannot obliterate them. 
The bankruptcy law, for instance, bears lasting testimony to his ceaseless 
and untiring efforts. He is one of that small, brilliant and distinguished 
army of men to whom the poet referred when he sang: 


“The heights by great men reached and kept, 
Were not attained by sudden flight ; 
But they, while their companions slept, 
Were toiling upward through the night.” 


He is a man whom every member of this Association has placed 
within the citadel of his heart, and his face is enshrined therein; his is a 
kindly nature; when he passed along the highways the violets doffed 
their purple helmets in happy salutation. (Great applause.) At his 
approach the babbling brooks beat their lucid hands against the shore 
in fantastic greetings; and the feathered songsters, in their high lofts 
in the treetops, sing his praises, and all the world is glad he dwells 
therein. 

I ask no greater privilege, Mr. President, than to place in nomina- 
tion for the high and important office of first vice-president of this Asso- 
ciation the man who holds such a firm grip upon our esteem and affec- 
tion, Charles E. Meek, of New York.-. (Great applause. ) 

Charles D. Joyce, Philadelphia—What I have to say comes rather 
from the heart than from the head. *I prefer to remain on the floor in 
the bosom of my own family than to come to the rostrum. In obedience 
to a desire which I cannot repress, I rise to second on behalf of the 
Philadelphia delegation the nomination of Charles E. Meek for the office 
of first vice-president of this Association. I can attest his usefulness 
and his fame and popularity in this Association, in the rank and file that 
have been earned by the arduous duties which he has performed, and the 
real greatness of the things which he has accomplished. During his years 
of honorable service as the active executive head of this Association, he 
was never unduly elated by success nor woefully depressed by adversity ; 
he never attempted to enforce a policy except one that was for the 
good of the Association which he guided. Our position today in the 
commercial bodies of the world is due in no small measure to the dili- 
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gence, ability and faithfulness of this man. No one knows better than | 
that he does not need the individual endorsement of any association, for, 
Mr. Chairman, he possesses the united and unqualified support of all the 
local associations. (Applause.) I cannot refrain, however, Mr. Chair- 
man, from placing on record Philadelphia’s admiration for the man 
whom we all delight to honor and whom we all love to call our friend. 
(Great applause.) 

Motion made that the nominations be closed, the rules be suspended, 
and that the secretary cast the unanimous ballot of the Association for 
Charles E. Meek for first vice-president of the Association for the coming 

ear. 
' Motion seconded and unanimously carried. 

Secretary Tregoe—The secretary with great pleasure and for this 
convention casts the unanimous ballot for Charles E. Meek as first vice- 
president of the National Association of Credit Men for the coming year. 

President Salisbury—I therefore declare Charles E. Meek elected as 
first vice-president of the National Association for the coming year. 
(Great applause. ) 

Mr. Oatley and Mr. White were appointed a committee to escort 
Mr. Meek to the platform, which they did amidst great applause. 

President Salisbury—Mr. Meek, it gives me great pleasure to inform 
you that you have been elected first vice-president of the National Asso- 
ciation of Credit Men for the coming year. (Applause.) 

Mr. Meek—I thank you much for your recognition. I am glad that 
I still retain your confidence. While I was out of the room I imagined 
from the voices which I heard echoing through the hall that President 
Salisbury was constructing the platform upon which he intends to stand 
during this year of his administration. I do not know what the nature 
of it is, I do not know how many planks he has put into it; but I know 
this, that any platform that President Salisbury constructs I am going 
to stand right alongside of him on. (Applause.) I know that every- 
thing that he intends to undertake is going to be for the good and the 
welfare of this organization, and “them’s my sentiments, too.” Now, 
it is unnecessary for me to address you at any great length; I will have 
opportunities, perhaps, some time later during the year to inflict myself 
upon you; but before sitting down I just want to say one word regarding 
the year that we are about to enter. In my opinion as a business man, 
it is probably as important a year as we have ever entered, with two or 
more great legislative matters to be disposed of, matters which are likely 
to create more or less disturbance before we adapt ourselves to the new 
laws which we believe will be put upon our statute books before the end 
of the year. This Association, the members of this organization, must 
take the same position which they have in the past, and stand shoulder 
to shoulder, keeping our organization as one great body throughout the 
United States for the purpose of sustaining the credit of the country. 
We must recognize this. It is no easy task; but past experience has 
demonstrated the fact that we have done it before and we can do it 
again. (Applause.) I again thank you for the confidence that you have 
shown in me, and renew the pledge that I will do everything possible 
within my power to promote the interests of this Association and will 
stand with the other members of the organization for everything which 
is right and proper and honorable in business methods. (Great applause. ) 

President Salisbury—The next order of business will be the election 
of a second vice-president of the Association. 

W. B. Munroe, St. Louis—There are two kinds of people in the 
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world, the people who lift and the people who lean; and out in the Midile 
West where I come from, we take off our hats to the lifters, or in other 
words, to the men who do things. This Association has a great many 
men of that character in its ranks, but just at this time I am thinking of 
one particular man—a man who represents the type I speak of to a high 
degree. His ability in that direction is shown, not only in the work of 
his own local association and in the problems of his own city and state, 
but to a great degree in the affairs of the National Association. As the 
president of one of our largest local associations, and also from his untir- 
ing efforts and devotion to the work of the National Association, we have 
all had an excellent opportunity to find out this gentleman’s ability to 
do things. For that reason, and as the representative of the St. Louis 
association, I consider it a great privilege and certainly a pleasure to 
present in nomination from the floor of this convention for the office of 
second vice-president of the National Association of Credit Men, the 
name of Hon. Enoch Rauh, of Pittsburgh, Pa. (Great applause.) 


W. M. Pattison, Cleveland—Only a few years ago the Cleveland asso- 
ciation had the proud distinction of having a membership in excess of 
any other local association. But there were other associations who were 
anxious to take ground from us and Pittsburgh was one. They asked 
use to send a representative to Pittsburgh to show them how we secured 
our membership. I remember that I was one of this committee and | 
am inclined to think we must have started them right, because they 
have been going ever since. Now, I am sure their success is largely due 
to the ability and the interest shown by their president; and on behalf 
of the Cleveland association it is an honor for me at this time to second 
the nomination of Enoch Rauh for second vice-president of the National 
Assocation of Credit Men for the ensuing year. (Great applause.) 


President Salisbury—Are there any further nominations? 


Arthur Parsons, Salt Lake City—I move that the rules be suspended 
and the secretary be instructed to cast the unanimous vote of this Asso- 
ciation for Enoch Rauh for second vice-president for the ensuing year. 

Motion seconded and unanimously carried. 


Secretary Tregoe—The secretary takes great pleasure in acting in 
your behalf as a convention and casts your unanimous ballot for Enoch 
Rauh, of Pittsburgh, for second vice-president of the National Asso- 
ciation of Credit Men for the ensuing year. 

President Salisbury—Mr. Rauh, having received the unanimous bal- 
lot for second vice-president of this Association for the ensuing year, is 
duly declared elected. > 

Will Col. Ashworth and Mr. Morton please escort Mr. Rauwh to the 
chair. ’ 

(This was done amid great applause. ) 

President Salisbury—It is with great pleasure, Mr. Rauh, that I 
inform you that you have been elected as second vice-president of this 
Association for the ensuing year, and I extend to you my congratula- 
tions. (Great applause.) 

Mr. Rauh—I appreciate beyond the mere expression of words this 
great honor that you have conferred upon me again, for the second time, 
and as I stand here and look around this splendid audience and in your 
faces, I assure you it is a most inspiring sight. As the eye is an index 
to the brain, so I contend the face is the index of the human character. 
I can almost see the word “determination” written upon the brows of the 
men before me, men who by their ability, their intellectual energy, per- 
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severance, determination and grit, have made this Association the won- 
derful institution and organization that it is today. 

I take the honor you have conferred on me as a particular compli- 
ment to the Pittsburgh association, an association that is decidedly loyal 
to the national body, an association consisting of fifteen bureaus and 
committees, and I am proud to say to you, good friends, that almost every 
chairman of these fifteen committees is here with you in attendance upon 
this national meeting. Now, this shows loyalty and interest in the work. 
My good friends, the national officers have even adopted the white car- 
nation here this afternoon, which is our trade-mark in Pittsburgh (Great 
applause), and now when they adopt the publicity work, as, has been 
suggested here this afternoon, why, then, all will be safe and well. 
(Great applause. ) 

I will detain you but for a moment. The weather is extremely hot 
today, there are twenty applicants for directorships waiting, and I only 
regret that these twenty able men cannot all be elected this afternoon. 
There is not one amongst the entire number but that would be a most 
excellent member of this splendid national body; but unfortunately our 
constitution only admits of ten being elected, and I do not wish to take 
up any of the time which will be devoted to the election of these men. 

I say this to you again and again, that I desire to thank you from 
the very bottom of my heart for the splendid reception and for the honor 
that you have conferred on me this afternoon. (Great applause.) 

President Salisbury—The next order of business is the election of 
directors. 

Secretary Tregoe—The auditing committee, appointed by you at the 
opening session Tuesday afternoon, begs to offer this report: 


“We hereby certify that we have examined the books and vouchers 
of the Association, and find that the accounts have been carefully kept, 
and that they have been duly checked and audited by a certified public 
accountant, and that the annual report submitted by the secretary-treas- 
urer for the year ending May 31, 1913, showing a balance on hand of 
$15,051.40, is a true and correct statement of the financial condition of 
the Association at the close of the fiscal year ending on the said date. 

(Signed) Oscar LOEFFLER, 
ARTHUR PARSONS, 
Auditing Committee.” 
) 

President Salisbury—We will now proceed with the election of 
directors. 

Secretary Tregoe—Before we proceed to the election of directors, 
with your permission, we shall name a committee of tellers who will 
take charge of the election, give directions concerning the ballot, how 
the ballot shall be assembled, and after the ballots have all been cast 
will ascertain the results and announce them later. 

This committee consists of Charles E. Meek, chairman; H. R. 
Bridgeman, W. M. Lyman, H. A. White, F. R. Hamburger, R. W. Hig- 
gins, W. E. Stansbury, D. L. Sawyer, H. T. Hills, L. S. Goldstein, C. L. 
Richards, A. W. Pickford, Edward Weaver, C. D. McLaren, A. H. Dob- 
son and E. M. Shepard. 

With your permission Mr. Meek will give directions concerning 
the furnishing of the ballots to the members, directions as to how they 
shall be marked, how they shall be deposited and with his committee will 
take charge of the ballots and ascertain the results. 
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I have been asked by the Iowa delegates to request of you the privi- 
lege which I know will be conceded of withdrawing from the official 
ballot the name of J. M. Callander, of Des Moines; I have also been asked 
by the Dallas delegation the same privilege in behalf of J. N. Moylan, 
of Dallas. Please remember in marking the ballots that these names 
appearing on the ballot are not nominees. 

(The ballot was then taken.) 

President Salisbury—The delegates all having voted, if there are 
no objections we shall now declare the ballot closed. 

Secretary Tregoe informs me there is no unfinished business. 

Have we any miscellaneous business to come before us? 

Frank Seed, San Francisco—At Boston last year the San Francisco 
delegation had the privilege and pleasure of inviting the Association to 
San Francisco for its 1915 meeting, the year of the Panama-Pacific Ex- 
position, and the invitation was warmly supported by the officials of that 
celebration. The San Francisco delegation to this present convention 
have the same pleasure and privilege—with the continued support of 
the exposition people also of the San Francisco League, the latter organ- 
ization having about the date of June eleventh, addressed a letter on the 
subject to the members of the National Association, which I will ask 
the secretary to read later. In the meantime I wish to amplify this letter 
by calling your attention to two or three facts of interest. In San Fran- 
cisco we have at the present time 1,237 hotels and lodging houses, 90 
per cent. of them new, with 60,000 rooms, and 655 restaurants and cafés, 
in addition to hotel dining rooms and grill rooms; and these accommoda- 
tions are continually increasing, for San Francisco is going right ahead. 
I will say that the present population of our bay district, within a twenty- 
mile radius of the city hall, is over 700,000, and of San Francisco proper, 
based on school attendance, the population is 462,500. Our summers are 
cool, the average temperature 59 degrees, and without rain, thunder or 
lightning, so that every available moment for sight-seeing can be utilized. 
We feel that the usual convention period will be sufficient to instruct one, 
through the exposition, more as to the world’s progress than could be 
obtained through many months of travel. So we ask you to come out, 
. transact your association business under ideal surroundings, get first- 
hand knowledge of new industrial and trade conditions consequent upon 
the Panama Canal trade, and at the same time help to celebrate the two 
greatest achievements of the century—San Francisco rebuilt and the 
Panama Canal completed. You may rest assured that San Francisco’s 
well-known reputation for hospitality will be worthily sustained. Not- 
withstanding the fact that 1915 is still some distance away, you have with- 
out exception been most kind in listening to our boosting since we arrived, 
and on behalf of the San Francisco delegation I wish to extend to you 
and the officers of the Association our heartfelt thanks for your courtesy 
in this regard. (Great applause.) 

The secretary then read the letter as follows: 


San Francisco, Cal., June 11, 1913. 
To the Members of the National Associaition of Credit Men: 

GENTLEMEN : 

In behalf of the community of San Francisco, I have the honor ‘o 
extend to you herewith a cordial and sincere invitation to hold your con- 
vention for the year 1915 in San Francisco. The people of this city 
will be proud, indeed, to become your hosts upon that occasion, and we 
feel that we will be able to entertain you in a befitting manner. The 
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great task of building the World’s Fair, which will be one of the most 
magnificent and beautiful affairs of its kind ever held, will then have 
been completed and it will afford the members of your convention an 
opportunity to view one of the greatest engineering feats of modern 
times. 

San Francisco will be glad to throw her golden portals open to you 
and bid thrice welcome, and her people entertain the hope that they may 
soon learn of your determination to honor them with your presence here 
in IQI5. 

FELTON TAYLOR, 
(Seal) Secretary. 
San Francisco Convention League, 
San Francisco, Cal. 


(Applause. ) 

President Salisbury—The question of the selection of place of meet- 
ing being with the board of directors, this question of invitations should 
be placed with the secretary at the proper time. 

Secretary Tregoe—Messrs. Alton, Crane, Smith, Sheffey and Moy- 
lan are requested to assist the tellers. 

I want to say to the convention that never before in its history 
were SO many invitations received from cities to hold within their portals 
the 1914 convention. I dared not bring to you all the invitations that 
we have had. I do not know whence comes our popularity. Neverthe- 
less a great many cities of this country seem very anxious to entertain 
us next year. I feel in deference to a message reaching me by wire 
yesterday that I should present it to you, as a compliment at least and 
a courtesy to the sender of the message. It reads: 


“The National Association of Credit Men, J. H. Tregoe, Secretary. 

It will be a great pleasure for the City of Chicago to offer to the 
National Association of Credit Men the hospitality of our city in 19Iq, 
and we urge your acceptance of Chicago’s invitation. 

Carter H. Harrison, Mayor.” 


(Great applause.) 
Another telegram: 


“Chicago Association of Commerce, representing four thousand 
business firms and individuals, with pleasant persistence”—that is good, 
I want to read that again—“with pleasant persistence urges the National 
Association of Credit Men to convene their 1914 convention in Chicago. 

(Signed) CHIcAGo ASSOCIATION OF COMMERCE.” 


The Burlington association, situated in Vermont, holding a very 
peculiar position upon the firing line in New England, with very little 
wholesale trade to draw from, has a very warm heart for visitors, and I 
have been asked by Secretary Howard to say that they would appreciate 
it whenever the credit men of this country and of our Association are 
going through New England, as Burlington is one of the points very 
often visited by tourists, if they will notify him, that he may give a 
welcome, that he may benefit by their experience and that they may be the 
guests of the Burlington association. (Applause.) 

President Salisbury—The tellers have informed me that they hope 
to have the ballots counted and result known at six o'clock, and there- 
fore I will declare a recess until six o’clock in this room. 


iii 733 








An adjourned meeting of the convention was called to order by the 
president at 6.15 o’clock P. M. 

President Salisbury—We shall listen to the report of the tellers, 
which will be read by the secretary. 

Secretary Tregoe—The tellers, under the direction of Mr. Meek, 
chairman, have assembled the ballots, counted them and placed them in 
my hands. 

The ten nominees who are elected to the board are as folows: 


Name. Vote. 
Samuel Mayer 
H. G. Moore 
A. C. Carpenter 
H. W. Parker 
S. J. Whitlock 
E. M. Underwood 
C. D. Joyce 
W. M. Pattison 
C. R. Burnett 
R. J. Morawetz 


President Salisbury—Samuel Mayer, H. G. Moore, A. C. Carpenter, 
H. W. Parker, S. J. Whitlock, E. M. Underwood, C. D. Joyce, W. M. 
Pattison, C. R. Burnett and R. J. Morawetz, having each received a 
majority of all the votes cast, are declared duly elected as directors of 
the National Association of Credit Men for two years. 

Secretary Tregoe—May I ask the directors to meet in Room 200, 
the reception room, where the directors’ meeting will be held at the close 
of this session. 

President Salisbury—There being no further business before the 
convention I now declare the convention adjourned sine die. 


Directory of Officers of the Affiliated Branches 


of the National Association of Credit Men. 
(Arranged Alphabetically by States) 


ALABAMA,  Birmingham—Merchants and CALIFORNIA, San Diego—The Credit Asso- 
Manufacturers Agsodiation of Birming- — of San Diego. _ President, ¥. 
ham. President, Pr. ane. Dos- ET Doyle-Barnes Co.; Secretary, G. 
pee tormioen ae : egretacy, H 403-4 Union Bidg. 

J. A. Coker, i tp As- GALIFORNIA San Francisco—San Francisco 
sistant Secretary, oten, i. Credit Men’s Association. President, J. 
ber of Commerce Boide a i me B. McCarger, Crocker National Bank; 

Slatten, 612-14 Chambe of Commerce - georetary, Charles T. Hughes, Illinois 


met, aoe Co., 503-4 Merchants National 
ALABAMA, pies pa Sieoeney Asso- Bank sildg. 
ciation of C en. President, S. J. COLORADO, Dogger Dene crete Men’s 
Winter, Winter- an sp eeeey Co.; Secre- Association. Presiden: Write 
tary, Charles D. Tallman, Commercial The Wilson F Boag lie 
Fertilizer Co.; --Asst. Secretary, J. M. Merc. Co.; Secretary, a sins Saccarihy, 
Holloway, Bell Bi a & ae tores Co.; Assistant 
BAMA elma Association of corstary, & A. Howell, 613 Foster Bldg. 
om Men. President, R. H. COLORAD Pueblo—Pueblo Association of 
a x: _C. Agee; Goursiary, RM. Wat- . Credit Men. Freud at, T. Barbrick, A. 
issier Hardware Co. 7 ee M. R. Co.; Secretary, I. 
aneihenes Fort Smith—Fort Smith Asso- W. Briatley Douglas Fruit Co.; 
ciation of Credit Men. President, M. T Aésitant ecretary, C. Abel, 122 Pope 
pre. oe Bros.; Secretary, D. 
pel, Merchants National Bank CONNECTICUT, Hartford—Hartford Asso- 
— of Credit Men. President, J. H. 
aaa Secretary, C. de L. Alton, J. B. 
Williams Co., Glastonbury, Conn. 


Bids 
car Fanta, Los , Angeles—Los,, Angeles 


Credit en’s Association. 
soe ms a Simpson-Hack: Fruit DISTRICT OF COLUMBI Washington— 
Co.; may. Cc. Mushet, 512 Union Washington Association of Credit Men. 
League ae eride ’ President, Henry H. McKee, National 
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Capital analy Secretary, Thomas Grant, 
Chamber £ Commerce. 
FLORIDA, Jacksonville— acksonville Credit 
en’s Association. resident, John S. 
Bead a & Bours Co.; Secretary, J. W. 
PCT ohn, Covington Company. 

GEORG "Ationta~-Atlente Association of 
Credit’ Men. President, E. L. Sgoms. 
£ L, Adams & Co.; Secretary, ) 
Rhoades, Ernest L. Khoades & "hes . ts 
ing Secretary, H. T. Moore, Atlanta As- 
sociation of Credit Men. 

GEORGIA, Savannah—Savannah Credit Men’s 
Association. President, Marvin O’Neal, 

S. Meinhard & Bro.; Secretary, W. R. 
Reser Chamber of Commerce. 

IDAHO, Boise—Boise Association of Credit 
Men, Ltd. President, J. G. H. ear, 
Capital Brokerage and Comm. Co.; 
retary, D. J. A. Dirks, 305-306 Tes 


ILLINOIS, nin ange — Colona Association of 
resident, Henry W. Bards, 
tise McNeil & Libby; Secretary, 
Hum » 10 So. Salle St. 
ILLINO ecatur—Decatur-Springfield As- 
sociation of Credit Men. Presi ent, A. J. 
ww % National Grocer Co. Sosveters, 
techer, C. E, vant 7 he 
ILLINOIS, Peoria—Peoria Association of 
Credit en. ay R. Binford, 
Keystone ~~ Wire to: Secretary, y. 
W. Atkins, Kingman Plow Co. 
INDIANA, Vesna —-ibeonsclie 
tion of Credit Men. President, 
Bohannon, Hercules Buggy 
tary, (Sparrenberger, 
Scoville Co. 
INDIANA, Indianapolis—Indiana; 
ciation of rots mt, 
effries, ngan ti —. 
tary, A. B Co. ke 
oath ten Bldg. 
Cedar maple Coder Rapids Associa- 
— of Credit Men. a E. E. 
Wilcox, Comes : ao Commissi Co.; 
Secre' Powell, 702- 704 Se- 
curit eae “Bank Bldg. 
avenport—Davenport 


Associa- 

Chas. 
Co.; Secre- 
Parsons & 


lis Asso- 
-: President, i 

& Co., 
Cronk, Born 


IOWA, Association o 

Credit Men. pean George W. one 

Davenport Bag and P: apes © ; Secretary, 
Isaac Sterebereee = Lane "Bldg. 

IOWA, Des Moines—Des Moines Credit Men’s 
Association. President, Wm. Lawrence, 
Herman Glove Co.; "Secretary, G. B. 
Voorhees, Langan Bros. 

IOWA, ‘Sioux City—Sioux City Association of 
Credit rin ia ee J. K. Irvine, 
zaepp esoutaae es ¥. 
Soelberg pent Ci Crock ery Co. 

KANSAS, ichita—Wichita Association of 
Credit Men. Pretion: Fred Young, 
Young Bros. Hat Co.; Secretary, Z 
TUCKY, “Terie 405 Michigan Bldg. 

KENTUSS. Lexington—Lexington__ Credit 
a, ee ae 
re, xi: \ 

Wilkerson. McClelland “bide : 
KENTUCKY. isville—Louisville Credit 
President, Clarence 

Federal Chemical Co.; Secretary, 

. Fitzgerald, U. S. Trust Co. Bldg. 

LOUISTAN New Orleans—New Orleans 

ome en’s Seemann. President, A. 

$ ter, ag Co.; Speery, 

perth » Gaile, Richardson & 


i 
wari fh Baltimore—The Credit Men’s 
Association of Baltimore. President, S. 
Rs Mercantile Security C Co.; a Sec- 
ary D. Buck, 100 Hop 
MASSA USETTS, howe credit 
Men’s Association, President, George C. 
nee, by part 
77 Summer St. 


Her! 
MASSACHUSETTS. “, ringfield—Springfield 
Association of Credit Mee Pree 
sg Chapman Valve Mfg. Co.; 
Secreta E. Herrick, Victor porting 


Go 
astttatierrs, Worcester—Worcester 
Association of Credit Men. President. 


orton Co.; ; Secretary, 


Harry C. Coley, Howard Bros, Mfg. Co.; 
qocretery, H. Stanton, Suite 2, 18 
aln 
MICHIGAN, ‘Detroit—Detroit Guede, Men's 
Association. President, Arthur E Jn 
son, The Pingree Company; Secreta 
L. Chittenden, Peninsular State Ba 
MICHIGAN, wont Rapids—Grand_ Rapids 
en’s Association. President, 
Chetstian Gallmeyer, Rempis & Gallmeyer 
ce Co.; Secretary, Tyson, 
‘owers-Tyson’ Printing Co. 

MINN ESOT. Duluth—Daluth Association of 
Credit » Qo eice Mors Presi- 
See A, snes en hae 

ar ware 0.5 _ ° 2) . 

621 ttn Bldg. 

MINNESOTA, Tnmaeeelio--tinnwoelio As Ae 
sociation of Credit President, G. T 
Freeman, Gamble-Robinson Corn Co.; : 

W. Steven- 


Soy. M. C. Badger, T. 

MINNESOT St. Paul—St. Paul Association 
of Credit Men. President, Norman Fetter, 
Lindeke, Warner & Sons; Secretary, Wm. 
D. Fritz, St. Paul Rubber Co. 

MISSOURI, Kansas City—Kansas City ene 
ciation of Credit Men. President, C. E. 
renee, Western Electric Co.; Secretary, 

arvin Orear, 1217 Union Ave. 

MISSOURI St. Joseph—St, Toowmh oo 

Men’s Association. President, T. E. 
——, Sash & Door Co.; ‘sirestiag, te 
H. Smith, Hax-Smith Furniture Co. 

MISSOURI, "St. Louis—St. Louis Agee 
tion of Credit Men. President B. 
Munroe, Simmons Hdwe. Co.; aaveteonn 
C. P. Welsh, 303 pocurtey Bidg.; Assistant 
Soeeeenny T. P. Stillwel 

AN Butte—Butte Association of 

Credit 4 President, C. E. Youlden, 
Davidson Gro. Co.; Secretary, J. E. Har- 
rigan, Hengeuy : Comp - 3 pemnent Sec- 
ay sop e 

NEBRA ke Lincoln— ineoin Croats “Men's 
Association. Presid ent, G. _~ Hin- 
kle-Joyce Co.; ; Secretary, E Folsom, 
Union Coal 

NEBRASKA, Omabe~The Cane Association 
of Credit Men. President, L. L. French, 
Jats Wall Paper Co.; etary, E. G. 

Credit Clearing “House. 
>». Newark—Newark Association 
en. President, Irving 

of" Cred t. Bamberger & Co.; ; Secretary, 
- Fred Braun Hockenjos Co. 

NEW YORK, Buffafo—Buffalo Association of 
Credit eee President, J. B. Dwyer, On- 
tario Biscuit Co.; Secretary, 

v YORK: 904-6 bd. 's S. Morgan Bldg. 

NEW K, New York—New York 

Men’s yy. President, Geo 
Williams, H. A. Caesar & Co.; Secretary, 
A. H. Alexander, 320 Broadway. 
NEW. YORK, Rochester—Rochester Credit 
President, J. ‘ul- 
reader, James Cunningham Son & Co.; . 


Men’s Association. 
Secretary, eee eter, Yawman & 


aw’, Mfg. 
YORK” eee ianenne Association 


“— Cai it Men. President, M. W. H 
Frazer & Jones Co.; ‘Asst. Secretary, 
Robert S. Betterton, 329 University Bldg. 
NEW YORK, Utica—Utica Association of 
Credit Men. President, A. H. Do 
Charles Millar & Son Co.; Secr 
Wienke, care Charles Millar & Son Co. 
NORTH CAROLINA, _ Charlotte—Charlotte 
Association of Credit Men. President, 
Clarence O. Kuester, Kuester-Lowe Co.; 
Secretary, Leake Carraway, Greater Char- 


lotte Clu 
NORTH CAROLINA Made on—Wilmin 
en, President, 


ton Association of Cr 
Hall & Pearsall. Inc.; Sec- 


enley, 


L. E. Hall, 
retary, Stuart R. Keyes, Bureau of Credits. 
— DAKOTA, Fargo—Fargo Association 
of Credit Men. President, J. W. Mepows, 
McHose & Pardoe; Secretary, 
a N. W. Mutual Savings "edt ee 
ss’n 
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vine DAKOTA, Grand Forks—Grand 
Forks Association of Credit Men. Presi- 
dent, W. BD McDonald, Nash ys 
oa os . Cameron, Park, Grant & 
Morris \ 


OHIO Cincinnati-—Cincinnati Association 
of Credit Men. President, Samuel Mayer, 
Isaac Faller’s Sons & Co.; Secretary, I. 
M. Freiberg, 904-5 Commercial Tri yune 


Bldg. 
OHIO, ®Cleveland—Cleveland Association of 
redit Men. mpemeent, Warren E. Clarke, 
The Cohn-Goodman C Secretary, H. J. 
Bruehler, 505 oa ‘of ene ,Bidg. 
OHIO, Columbus—Columbus Credit Men’s As- 
sociation. a Z B. White, White- 
Haines Opt. etary, Benson G. 
Watson, 411-420 0 ine 'N New First National 
Bank Bidg. 


OHIO, Toleds—Toledo Association of Got 
Men. President, J. L. Hoeltzel, D 
Tick Mitten Co.; Secretary, 
Brown, address care association. . 
OHIO, Youngstown—Youngstown Association 
of Credit Men. Presi ent, J. L. Wick, 
W: ¢ Crystal Ice & Storage Co.; Secretary 
<- Sekain, 1106-7 Mahoning National 


OKLAHOMA “Oklahoma City—Oklahoma Ci 
code en’s a = oo 
pageerty. ; Secretary, 
don, ii7'¢ Coltord © bidg. 
OREGON, Portland—Portl ans Association ue 
Credit Men. President 
* Searetacy. é. e Sales PP 2% 
land Gas & Coke 
PENNSYLVANIA, New Castle—New Castle 
Association of Credit Men. President, J. 
Lee setute McFate & Lockhart; Secre- 
x M. J Jamison, 509 Greer Block. 
PENN Sov. NIA,” Philadelphia—Philadel: 
jation of Credit en. Presi - 
D. Joyce, The A Iburn : 
apereaty, . A. McKee, Jr., Room 801, 


Chestnut St. 

PENNSYLVANIA, Pittsburgh—Pittsburgh 
Credit Men. President, 
; Secre- 
Assist- 
Bunce, hcochew 
dg., and Roy D. Schooley, Pittsburgh 

Chronicle Telegra 
PENNSYLVANIA, + Scranton—Scran n Asso- 
ciation of Credit Men. Soadiee Willard 
Matthews, C. P. Matthews & Sons, Inc.; 
—— cone L. Harris, 31 Lacka- 


RHODE * ISLAND Providence—Providence 

jation of Credit Men. President, W. 

* Ayer, ener & — Hardware 

0.3 Irvin Orr, Clason 
ye seal’ Metal Works. 

SOUTH CAROLINA, Charleston—Charleston 

Association of Credit Men. President, = 

H. Rawls, Fincken-Jordan Co.; Secretary, 

Eorbert Smith, Jr., 214 People’s Bank 


SOUTH CAROLINA, | Cols Columbia—Columbia 


Men. President, 
E. N. Joyner, pouspers piace 2 Suet Supply Co.; 


Secreta: 
SOUTH “DAKOTA. Sioux Falls Sroun alls 
Associati ident, B. 


t, 
= Reece, Dakota Iron Store; Secretary, 
eee eer Fruit a 
TENNESSEE. —Chattan 
sociation of Credit en. President, Jae. 


-Goodman-Heggi 
etary, D. S 1 e Doverthe, bee” ‘Brows 


Steceen? 
TENNESS 
tion of 


en. oe 
tans bar & Inc. ; Secre- 
tary, Oscar Per "Desiness Men’s 


eee Nashville—Nashville _ Credit 
Men’s Association President, D. W. 
Binns, Jones & “Hopkins Mfg. Co.; Sec- 


sotery, Chas. H. Warwick, 804 Stahlman 


TEXAS, Dallas—Dallas Association of Credit 


Men. President, J. G. Davis, Greiner- 
Kelly Drug Co. >t Feorete —_— B. Wil- 


liams, 
TEXAS, Ee "Daneel Paso Association of 
Credit Men. President, ‘ 
Wright, El Pye Grain é 
Secretar 
Bank B 
TEXAS, Fort Worth—Fort Worth Association 
of Credit Men, acon, ioe - he meas, 
onnig cretary, H. 
C. Burke, 7. Henry & "bake & Sons. 
Houston—Houston . iation of 
Credi ; gga me B. Adoue, 
Adoue-Blaine Hdw. retary, M. 
R. Robson, eae Oj set Co. 
TEXAS, n Antonio—San Antonio Asso- 
ciation of Credit Men. President, D. J. 
Straus, L. Frank — Co.; Secretary, 
George T. _ Allensw Allensworth-Car- 
nahan Asst. ‘Besveiery, Henry A. 
Hirshberg, oteeber of Commerce. 
ote Salt Lake City—Utah Association 
redit Men. President, Arthur Par- 
sons, = i I.; Secretary, P. L. Doran, 
eyaens Utah Grocer Co.; Asst. Secretary, 
alter Wright, P. O. Box 886. 
VERMONT, Burlington—Burlington Associa- 
tion of Credit Men. President, Smith F. 
Henry, Vermont Hdwe. Co.; Secretary, 
a Howard, Howard’s Insurance 


VIRGINI -TENNESSEE, Bristol—Bristol As- 
sociation of _ a om President, L. 
ys _. : fing Co.; Secretary, 

E. er’ Hea Lipscomb-McCor- 


Eck Co. 
VIRGINIA. Lynchburg—Lynchburg poe 
Men’s_ Association. President, J. 

goutines, Beasley Shoe Co.; cae 
John R. Turner, Gosty Shoe Co. 
VIRGINIA, Norfolk—Norfolk Association ot 
Credit Men. President, H. G. Barbee, 
Harris, Woodson, Barbee Co.; Secretary, 
.. L. Whichard, Whichard Brothers Co.; 
Assistant Secretary, Shelton N. Wood- 


ard, Royster ; 
via. Richmend—Richmond Credit 
tion. President, John S. 
Harwood, Harwood Bros.; Secretary, Jo. 
905 Travelers Insurance Blag. 
VIRGINIA, "heeneho—tennan € papgeten of 
redit Men. President, S. H. Coleman, F 
5, ae & Co.; Secretary, P. H. Trout, 

& Trout, Inc. 

WASHINGTON "Seattle—Seattle Merchants 
and Credit Men’s Association. President, 
Arthur G. Foster, Seattle Mattress and 
sepeteey | Co.; Secretary, S. T. Hills, 


WASHINGTO Spokane—Spokane __ Mer- 
chants’ ciation. preutent, ~ Cc. Dil- 
. a onEampbell, 124 Old id frationsi 
, . ationa 
Baxk Bl re 


waeiem. Tacoma—Tacoma Association 

of Credit Men. President H. Weer, 
West Coast Grocery Co.; Secretary, J. D. 
Benner, 802-4 Tacoma Bldg. 

WEST VIRGINIA, Charleston—Charleston 
Associatio edit Men. President, 
Leroy Swinburn, Elk Milling & Produce 
nat key Johnson, Abney- 


WEST "WIRGINIA, Wheeling—Wheeling As 
sociation of Credit — Presiient, Geo. 

D. Maxwell, Hicks an G. Co.; 

* tier Schelihnee ae Exchange 


Bank B 
WISCONSIN, "Green Boy — Wheslesale Credit 
s Association of Green Bay. Presi- 
dest G. Stolz, Morley-Murphy Hdw. 
Co.; — . es P. Jaseph, Cady, Streh- 


WISCONSIN, Milwaukee—Milwaukee As 
sociation of Credit Men. President, J. 
> Kissinger, Rauser, Leavens & Kissinger 

.;. Secretary, H. M. Battin, 610 Ger- 
ran Bldg. 
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Miss Connor Paid For 
Her Own Burroughs 


Miss Mayme Connor is station agent at Juneau, 
Wisconsin—Chicago & Northwestern Railway. 
Being a bookkeeper and used to figures, she was 
able to work out this complex problem: “If I can 
do 9 hours’ work in 6 hours I save 3 hours a day.” 

The thought of a 6-hour day, working for a 
railroad, appealed to Miss Connor. 

She then turned to logic. 

“My brain is finer than any machine ever 
made,” she argued, “but it isn’t a machine. Work 
that a machine can do isn’t fit work for my brain.” 

Pretty advanced thinking, but irrefutable. 

Being decisive as well as logical, Miss Connor 
promptly bought a Burroughs Bookkeeping Ma- 
chine with her own money. She learned to 
operate the machine in five minutes. 

The pall of brutal, deadening drudgery—ma- 
chine drudgery—is lifted from her daily work. 
Her brain no longer revolves—it thinks. To the 
human side of her job—responsibility, judgment, 
intelligent solving of problems, constructive 
planning—Miss Connor now devotes her activi- 
ties. 

She couldn’t change the system, because that 
is prescribed by the railroad, but the machine 
does the machine work the way Miss Connor is 
required to do it—and does it better .than could 
any human brain. 

e quote Miss Connor’s case, not because her 
case is unusual—there are hundreds of almost 
exactly similar cases—but because it expresses 
in simplest terms the case of every business man 
in the world. If this girl couldn’t afford not to 
own a Burroughs, what business man dare say 
he can’t afford a Burroughs—doesn’t need a 
Burroughs? 

You need a Burroughs Bookkeeping Machine 
—may we prove why—and send you a manual 
“A Better Day’s Profit,” which has opened more 
than one man’s eyes? 


BURROUGHS ADDING MACHINE COMPANY 
4 Burroughs Block, Detroit, Michigan 
European Office: 76 Cannon Street, London, E. C., England 


Makers of adding and adding-subtracting bookkeeping machines, listing 
and non-listing adding and calculating machines, visible-printing add- 
ing and calculating machines—86 different models in 492 combinations of 
features—$150 to $950 in U. 8. Easy payments if desired. 


WE FIT THE MACHINE 
TO YOUR SYSTEM 


Encourage your credit risks to use the Burroughs. 
It insures their getting more information about their business. 





Directory of Adjustment Bureaus 


Bureaus for the adjustment of insolvent estates are operated in the following 
cities, under the authority and supervision of their local Associations of Credit Men, 
All are affiliated branches of the National Association of Credit Men. Address all 
communications on Adjustment Bureau matters to the manager as such, 


Co. Los Angeles—F. C. De Lano, Mgr., 600 Equitable Savings Bank 

uilding 

Cusmnaien San Diego—G. F. Hoff, Mgr., 403-4 Union Building. 

CALIFORNIA, San Francisco —Charles as Hughes, 503-4 Merchants Nat'l Bank Bldg. 

Cororapo, Denver—C. N . Kinney, Mgr., 409 Sugar Building. 

Cotorano, Pueblo—E. C. ’ Abel, fgr., 122 Pope Block. 

GEORGIA, ‘Atlanta—H. Me Ferris, Mgr., Rhodes Building. 

IpAHo, Boise—D. J. A. Dirks, Mgr., 305-306 Idaho Building. 

ILLINOIS, Chicago—M. G. Rasmussen, Mgr., 10 So. La Salle Street. 

INDIANA, Indianapolis—Indianapolis ‘Credit Men’s Adjustment Buréau, 403 Com- 
mercial Club Building. 

Iowa, emer Rapids—Thomas B. Powell, Mgr., 702-4 Security Savings Bank 

uilding. 

Iowa, Davenport—Isaac Petersberger, Secretary, 222 Lane Building. 

Iowa, Des Moines—A. W. Brett, Mgr., 708 Youngman Building. 

KENTUCKY, Lexington—C. L. Williamson, Mgr., 726 McClelland Building. 

KENTUCKY, Louisville—Chas. Fitzgerald, Mer., United States Trust Co. Building. 

Louisiana, New Orleans—W. C. Lovejoy, Superintendent, 607-609 Canal, La. 
Bank Building. 

MARYLAND, Baltimore—S. D. Buck, Mgr., 100 Hopkins Place. 

Micuican, Grand Rapids—R. J. Cleland, Mgr., 201 Board of Trade Building. 

MINNESOTA, Duluth—W. M. Bergin, Megr., Duluth Jobbers’ Credit Bureau, Inc., 
621 Manhattan Building. 

ener, _Minneapolis—J. P. Galbraith, Mgr., 501-508 Endicott Building, St. 

aul, Minn. 

Minnesora, St. Paul—J. P. Galbraith, Mgr., 501-508 Endicott Building. 

Missourt, Kansas City—Frank W. Yale, Mgr., 315 Dwight Building. 

Missouri, St. Joseph—St. Joseph Adjustment Co., Inc., John S. Whithinghill, Mgr. 

Missourt, St. Louis—A. H. Foote, Mgr., 305-6 Security Building. 

MonrTANA, Butte—C. E. Alsop, Mgr., Independent Telephone Building. 

New York, Buffalo—Wilbur B. randison, Mgr., 905-6 D. S. Morgan Building. 

Oxo, Cincinnati—I. M. Freiberg, Mgr., 904-5 Commercial Tribune Building. 

Onto, Cleveland—T. C. Kellar, Commissioner, 505 Chamber of Commerce Bldg. 

Ox10, Columbus—B. G. Watson, Mgr., The New First National Bank Buuilding. 

Ox10, Youngstown—W. C. McKain, Mgr., 1106-7 Mahoning National Bank Bldg. 

Orecon, Portland—R. L. Sabin, Mgr., Merchants’ Protective Association, 7 First 
Street. 

PENNSYLVANIA, New eie~-Tey M. yamnione, Mgr., 509 Greer Block. 

PENNSYLVANIA, Philadelphia—J. A. McKee, Jr., Room 801, 1011 Chestnut Street. 

PENNSYLVANIA, Pittsburgh—A. C. ‘Ellis, Mgr., "Renshaw Building. 

PENNSYLVANIA, Scranton—Burton L. ae Mee oe 31 Lackawanna Avenue. 

SouTH CAROLINA, nnn J. Kimball, Mgr., 9 Hook Building. 

Tennessee, Chattanooga—J. H. McCallum, Mgr., Hamilton Nat. Bank Building. 

Tennessee, Nashville—C. H. Warwick, Mgr StahIman Building. 

TExas, Dailas—Edw. B. Williams, Mgr., ae B. Williams & Co. 

Texas, El Paso—S. W. Daniels, Megr., 35 City National Bank Building. 

TEXAS, San Antonio—Henry A. Hirshberg, Mgr., Chamber of Commerce Bldg. 

Urag, Salt Lake City—Walter Wright, Mgr., P. ’O. Box 886. 

Vincinia, Norfolk—Shelton N. Woodard, Mer., Royster Building. 

VincIN1A, Richmond—Jos. a pee Secretary, 905 Travelers’ ——— Bldg. 

WASHINGTON, Seattle—S. T. Hills, Polson Building. 

Wasurncton, Spokane—J. 3 Cepbal” Mgr., 1124 Old National Bank Building. 

WasHINcTON, Tacoma—J. DB Benner, Mgr., 802-4 Tacoma Building. 

WEstT VIRGINIA, Wheeling—John Schellhase, Mgr., Nat'l lecdenane ‘Bank Bldg. 

WISCONSIN, Green Bay—L. D. Jaseph, Cady, Strehton & aseph. 

Wisconsin, Milwaukee—S. Fred. Wetzler, Mgr., 500-501 Free Press Building. 
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